



ECONOMIC JOURNAL 


VOLUME XXIV 



MACMILLAN AND CO., LmnfcO 

LONDON . BOMBAY . CM.CVTTX 
MELBOURNE 


THK MACMILLAN COMPANY 

YORK . BOSTON (:;U( .*.00 
LAL!!as . SAM FRANCISCO 

THE MACMILLAN C:0 OF CANADA, Ltd. 

OR ON TO 


THE ECONOMIC JOURNAL 

M Alien, :i‘.)14 

THE SCOPE AND METHOD OF POLITICAL, ECONOMY 
TN THE TJCHT OF THE “MAEGINAL” THEOEY 
OF VALUE AND OF DISTRIBUTION.’ 

I. 

] ADDRKRS mv.self priuiarily io those who already accept the 
marginal theary of Value and Distribution, inviting their attention* 
to the modifications it is already introducing into current concep- 
tiotis of Political .Kcononiy and of its relation to other studies, 
and urging the necessity of accepting the change more frankly 
and [)re8sing it further. But at the same time I think we shall 
find that the best approach to our proper subject is through a 
suminary f^x[X)sition , if not a defence, of the theory itself. 

Let us begin by attempting to determine the characteristic 
of the (‘conomic field of investigation. Naturally there is no 
sharj) line that marks off the economic life, and we must not 
expect to arrive at any rigid definition of itj but I take it that 
if I am doing a thing because I want it done for its own sake 
(not necessarily my own sake, in any restricted sense, for it may 
primarily concern some one else in whom I am interested out 
of ]fure good will), or am making a thing that I require for the 
supply of my own desires or the accomplishment of my own 
jiurposes ; if, in ftet, I am engaged in the direct pursuit of my 
own purposes, or expression of my own impulses, my action is 
not economic. But if I am making or doing anything not 
because 1 have any direct ii^ri^st in it, but because someone else 
wants it, and that otlieFjrerson will either do wdiat I want done 
or put tne in command of it, then I am furthering his purposes 
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as a means of furthering my own, I am indirectly forvfarding 
my purposes by directly forwarding his. This is the nature of 
the economic ^relation, and the mechanism or articulation of the 
whole complex of such f.conomic relations is the proper subject 
of economic investigation. Thus, if a peasant adorns his ox- 
yoke with carving because he likes doing it and likes it wh’en 
done, or if he carves a stool for his friend because he* loves 
him and like*s doing it for him and believes he will like it when 
done, the action is not economic; but if he gets a reputation 
for carving and other peasants want his work, he may become a 
professional carver and may carve a yoke or a sfool because other 
people w jmt them and he finds that supplying their viants is*the 
easiest way for him to get food \nd clothes and leisure for his 
own art, and^all things else that he desires. His artistic wgrk 
now puts him into an economic relation with his fellow s ; but 
this example serves to remind us that there may be an* indefinite 
area of coincidence between the^ economic and non-economi<; 
aspects of a man’s occupations and relations. That man is 
happy indeed who finds that in expressing some part of his 
nature he is providing for all ^is natural w ants , or that in 
rendering services to friends in which he delights He is putting 
himself in command of all the services he himself needs for the 
accomjjlishment of his own purjioses. A perfect coincidence of 
this nature is the dream of modern Utopias; lint my present 
subject is only the economic side of the shield. 

The economic organism; then, of an industrial sociefy repre- 
sents the instrumentality whereby every man, by doing whg/t he 
can for some of his fellows, gets what he wants from others. 
It is true, of course, that those for whom he makes or docs some- 
thing rnaij be the same as those froinVhom he gets the particular 
things he w^arits. liuc this is not usual. In such a society .as 
ours the persons whom a man serves are usually incapable of 
serving him in the way he desires, but they can put him in 
command of the services he requires, though they cannot render 
them. This is accomplished by the instramentality of money, 
which is a generalised command of the services and commodities 
in the circle of exchange; “rnone/” being at obce a standard in, 
which all market prices are expressed, and a universal com- 
modity which everyone who ^yishes to exchange what he has 
for what he wants will accept as a medium, or middle term, by 

which to effect the transformation. Thus in most commercial 

• • 

transactions one party furthers a specific purpose of the other^ 
and receives in exchange a command, defined in amount but not 
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in kin^, of services and commodities in general; the •scale of 
equivalence being a publicly recognised thing announced in 
current market 'prices. Every member of the coifimunity who 
stands in ‘economic relations with otheA alternately generalises 
his special resources and then specialises his general resources, 
first directly furtljering* someone else’s purposes and then picking 
out tlfe persons who can directly further his. Thus each of us 
puts in what he has at one point of the circle of exchange and 
takes out what he wants at another. Being out of work is being 
unable to find anyone who values our special service enough to 
reliijquish in our favour such a conynand of services in general as 
wc are prejfared to accept in returii. * 

Our economic relatiops, therefore, are bui^t up on a recog- 
nisi«(l scale of equivalences amongst the various commodities and 
services ir^ the circle of exchange ; or, in other words, ujKin 
market values. And our first step must be to formulate the 
“niarginal” iheory of exchange, %r market, values. It is 
capable of very easy and precise formulation in mathematical 
language ; for it simply regards! value in exchange as the first 
derived or “differential” function of value in use; which is as 
riYiich as to say, in ordinary language, that what a man will give 
for anything sooner than go without it is determined by a com- 
[)arison of the diffenmce which he conceives its possession will 
make to him, compared with the difference that anything he 
gives for it or could have had instead of it will or would make ; 
and, further, that we are generally considering in our private 
budgets, and almost always in our general speculations, not the 
significance of a total supply of any commodity — coals, bread, or 
clothes, for instance — but the significance of the difference 
between, say, a good and a very good wheat harvest to the public, 
or the difference between ten and eleven loaves of bread per w^eek 
to our own family, or ]>erhaps betw’een ten days and a fortnight 
spent at the sea-side. Jn short, when we are considering whether 
we \^dll contract or enlarge our expenditure upon this or that 
object, we ai'c normally engaged in considering the differ- 
ence to our ^satisfaction which differences of adjustment in our 
several supplies* will make. We are normally engaged, then, not 
*in the consideration of totals, either of supplies or of satisfac- 
tions, but of differences of satisfaction dependent upon differences 
of supplies. 

AccQi'ding to this theory, then, what I am willing to give for 
an# increase in my supply of anything is determined by the 
difference it wall make to my satisfaction, but what I shall have 
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to give ior it is determined by the diiference it would make to 
the satisfaction of certain other people ; for if there is anyone 
to whom it will make more difference than it will to me, he will 
be ready to give more foi*it, and he will get it, while I go without. 
-But again, since tlie more he has the less difference will a still 
further increase make to him, and the les^l have the more differ- 
ence v^ill a §till further decrease make to me, we shall ultimately 
ar^rive ai an equilibrium ; what 1 am willing to give and what 
I am compelled to give will coincide, and the difference that a 
little more or a little less of any commodity which 1 habitually 
consume makes to my estiinah^d satisfaction* will be identical 
with a fSmilar estimated difference to any other J^abitual con- 
sumer. 

Or we mky attack the problem from the point of view of4;he 
individual. We have pointed out that to any individual the 
differential significance of a unit of supply of any coinmodity 
or service declines as the sujlply ificreases. In our own expendi- 
ture, we find that current pric(‘s (our individual reaction on the 
market being insensible) fix the terms on wliich the various alter- 
natives offered by the wdiole range of commodities and services iu 
the circle of exchange are open t(* u;s. Ooviously, so long as the 
differential satisfaction aniicijialcd from unt‘ ]nuvhase exceeds that 
which the same money v^otdd pro'cma* I'rom another, we shall take 
the preferable allernati^e (Mxueby reducjng its diff erential superi- 
ority) until we have so rcgnlatcd our exjiaiuling or contracting 
supplies that the djfierentiai Sifti^si actions gamed or lost from a^ given 
small increase or decrease of expenditure upon any ^ne ®f our 
different objects of interest is identical. Into the practical diffi- 
culties that prevent our ever actuayy reaching this ideal equili- 
brium of expenditure i will not here enter; but I must call 
attention to the identity in principle of this analysis of • the 
internal economy of our own choice between alternatives, tending 
to a subjective equilibrium between tlie dilTerential significances 
of different supplies to the same jierson, and the corresponding 
analysis, just given, of the process by which an objective equili- 
brium is approached between the differential significances of the 
same su])plie;s to different i)ersons* * * , 

And this observation introduces another of extreme import- 
ance. In our private admimstration of rjesources w^e are con- 
cerned both with things that are and with things that are not in 
the circle of exchange, and the principle of distribution of 
resources is identical in both cases. The independent stud^it 
who is apportioning J^is time and energy betw'een pursuing his 
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own line research and keeping abreast of the literature of his 
subject is forming estimates of differential significancdfe and is 
equating them, to each other just as directly as the housewife 
who is hesitating between two stalls in^the marked;. And when 
we* are considering whether we will live in the country or the 
town, we may find, on examination, that w^e are carefully equating 
increments and • decrements of such apparently heterogeneous 
indulgences as those associated with fresh eggs and friendship. 
Or, more generally, the inner core of our Jife problems and the 
gratification of all our ultimate desires (which are indeed in- 
extricably interlaced with our command of exchangeable things, 
but* are the ends to which the • others are but me^ns) obey 
the same all-permeating law^ Yirttie, wisdom, sagacity, prudence, 
success, imply different Schemes of values, bu# they, all submit to 
the law formulated, by Aristotle with reference to virtue, and 
analysed by modern writers with reference to business, for they 
All consist in combining factors 6p6ov \6yov, in the right 
proportion, as fixed by that distribution of resources which estab- 
lishes the equilibrium of their differential significances in securing 
the object contemplated, whetfier that object be tranquillity of 
mind, the indulgence of an overmastering passion or affection, the 
command of things and services in the circle of exchange, or a 
combination of all these, or of any other conceivable factors of 
life. 

Now this dominating and universal principle of the distribution 
of resources, as we have seen, tends, by the instrumentality of 
the piark^t, to secure an identity in the relative positions of 
incyrements of all exchangeable things upon the scales of all (be 
members of the community amongst whom they are distributed. 
For if, amongst the things* he possesses, A finds one, a given 
decrement in w'hich w^ould make less difference to him, as 
measured in increments of other exchangeable things, than the 
corresixmding increment w^ould make to B (wdio is assumed to 
have a certain command of exchangeable things in general), 
obviously there is a mutual gain in B giving for the increment in 
question wiiat is less than worth it to him but more than wmth 
,it to A. Thero i^ equilibrium Mierefore only when a decrement in 
any man’s stock of any exchangeable thing would make more 
difference to him, as measured in other exchangeable things, than 
the corresponding increment (measured in the same terms) would 
make to anyone else. Hence all those who j)ossess anything must, 
iji equilibrium, value it more, differentially or incrementally, than 
anyone who does not possess it, provided that this latter does 
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possess something, and provided that “value” is m^asur'ed in 
exchangeable things. 

But this last qualification is all-important. The marke t tends 
to establish ah identity of the place of the difll’erential^ value of 
any commodity amongst^ all exchangeable things on everybody’s 
scale of preferences, and further to secure ^hat it is higher on the 
scale of everyone that has it than on the scale of anyone has 
it not ; ' so that to that extent, and in that sense, things must 
always tend to go and to stay where they are most significant. 
But then exchangeable things are never really the ultimately 
significant things at all. They are means. The ends, which are 
always subjective experiences of sopie kind, whether of^the senses 
or the will or the emotions, a^*e npt in any direct way exchange- 
able ; and there is no machinery to secure that increments and 
decrements of exchangeable things shall in industrial equilibrium 
take the same place and have the same differential significance on 
the scales of any two men when measured not in terms of other 
means, but in terms of ends. If two men habitually spend a 
portion of their resources on food and on b(x)ks, there is a pre- 
sumption that to both of them the differential significance of a 
shilling’s-worth of food and of a volume of Everyman’s or the 
Home University Library is equivalent. But there is no pre- 
sumption whatever that the vital significance of either one or 
the other is identical to the two men as measured, not each in 
terms of the other, but each* in the degree to which it ministers 
to the ultimate purposes of its possessor or consurnc'r ; in tlie pain 
that its absence or the pleasure that its presence would give him ; 
or in its ultimate significance upon liis life. Granted that x malj^es 
just as much difference, both to you and to me, as y does, it does 
not follow that either x or y makes •the same diff erence to you 
that it does to me. 

The ground is now clear for a step forward along the main line 
of our advance. The differential theory of excliange values carries 
with it a corresponding tlieory of distribution, whether we use 
this term in its technical sense of the division of a- product amongst 
the factors that combine for its production, or whether we employ 
it as equivalent to “administration,” and are •thinking of the 
administration of our personal resources; that is to say, their 
distribution amongst the various objects that appeal to us ; or 
again, the distribution, under economic pres^res, of the sum of 
the industrial resources of a society amongst the objects that 
appeal to its members. • • 

.Land, manifold apparatus, various specialised faculties of 
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hand, ipye •and brain, are essential, let us say, to the production of 
some commodity valued by someone (it does not mattet whom) , 
for some purpose (it does not matter what). None of these 
heterogeneous factors can be dispensed with, and*therefore the 
prddiict in its totality is dependent upon the co-operation of each 
one severally. But tl^pre is room for wide variety in the propor- 
tions, in which they are combined, and whatever , the existing 
proportion may be each factor has a differential significance, and 
all these differential significances can be expressed in a common 
unit ; that is to say, all can be expressed in terms of each other, 
by noting the increment or decrement of any one that would be 
the^ equivalent of a given decrement or increment of any other ; 
equivalence 1>eing measured by the neutralising of the effect upon 
the product, or rather, not upon the material* product itself, but 
the command of generalisecT resources in the circle of exchange 
for the sake of which it is produced. The manager of a business 
is constantly engaged in considering, for instance, how much 
labour such-and-such a machine would save ; how much raw 
material a man of such-and-such character would save ; what 
equivalent an expansion or recbnst ruction of his premises would 
yield in ease and smoothness in the conduct of business ; how 
much economy in the shop would be effected by a given addition 
to the staff in the office, and so on. This is considering differential 
significances and their equivalences as they affect his business. 
And all the time he is also considering the prices at which he can 
obtain these several factors, dependent upon their differential 
significances to other people in other businesses. His skill con- 
si^s, like that of the house wdfe in the market, in expanding and 
contracting his expenditure on the several factors of production 
so as to bring their differefttial significances to himself into co- 
incidence with their market prices. And^note that the same 
principle can be applied without any difficulty to such immaterial 
factors of efficiency as “goodwill” or notoriety; but it would 
delay us too long to work this out or to anticipate possible objec- 
tions. A hint must suffice. 

Here, ihen, we have a firm theoretical basis for the study of 
distribution, independent of the particular form of organisation 
of a business. Whether those in command of the several factors 
of production meet and discuss the principles upon which the 
actual proceeds of the business shall be divided, when they are 
realised ; or whether some one person takes the risks (on his own 
behalf or on behalf of a group of others),* and discounts the esti- 
mated significance of the several factors, buying up their several 
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interests in the product, by paying wages and salaries, ii^erest, 
and rent, and by purchasing machinery and raw material, and 
so forth ; or whatever other mechanism may be adopted, the 
underlying principle is the same. The differential equiyalence of 
the factors of production reduces them to a common measure, and 
when they are all expressed in the same unit the problem of the 
division of the product amongst them is solved in principle# 

Now I conceive that the application of this differential 
method to economics, must tend to enlarge and to harmonise 
our conception of the scope of the study, and to keep it 
in constant touch with the voider ethical, sociak, and sociological 
problems ^and aspirations from wjiich it must always draw* its 
inspiration and derive its 'irtterest ; for if we really under- 
stand and j^ccepfp the principle of differential significan^*.es 
we shall realise, as already pointed out, that Aristotle’s 
system of ethics and our reconstructed system of Economics 
are twin applications of one , identical principle or law, and that, 
our conduct in business is but a phase or part of our conduct in 
life, both being determined by our sense, such as it is, of dif- 
ferential significances and their (h^anging weights as tlie integrals 
of which they are the differences expand or contract. Cfesai-, 
“that day he overcame the Nervii,” being surprised by the enemy, 
contracted his exhoi^tation to the troops, buf did not omit it. Tn 
his distribution of the time at his disposal the diflerential signi- 
ficance of prompt movement was higher than usual in relation 
to the diflerential aignifican(,*e of stirring words Iroiii their 
beloved and trusted commander addressed to tiu^ soldiers 
as they entered upon action. An .irdent lov(*r may de- 
cline a business interview in order to keep an appointment 
with his lady-love, but there wdll be* a |H)int at which its esti- 
mated bearing upon, his ])rospecis of sn early settlement will 
make him break his appointment wuth ilie lady in favour of tlie 
business interview. A man of leisure with a taste for literature 
and a taste for gardening will have to apportion time, money, and 
attention between them, and consciously or uu consciously \vill 
balance against each other the diffeiential significance^ involved. 
All these, therefore, are making selections and dhoosing between 
alternatives on precisely the same principle and under precisely the 
same law as those which dominp;te the transactions of the house- 
wife in the market, or the management of a great factory or iron- 
works, or the business of a bill-broker. 

A full realisation of this will produce two effects. In the first 
place, it will put an end to all attempts to find “laws” proper 
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to oui^concluct in economic relations. There are none. Hitherto 
economists for the most part have been vaguely con scions* that the 
ultimate laws economic conduct must be psychological, and, 
feeling tl^e necessity of determining sor^e defining l3oundaries of 
their study, have sought to make a selection^ of the motives and 
aims that are to be recognised by it. Hence the simplified psycho- 
logy of the “economic man,” now generally abandoned — but aban- 
doned grudgingly, by piecemeal, under pressure, and with con- 
stant attempts to patch up what ought to cast away. Th^re 
is no occasion to define the economic motive, or the psychology 
of t^e economic man, for economics study a type of relation, not 
a ^pe Qf, motive, and the psychological law that (dominates 
economics dominates life. We rrftiy either ignore all motives or 
adpiit all to our consi delation, as occasion demands, but there is 
no rhyme or reason *in selecting certain motives that shall and 
certain others that shall not be recognised by the economist. 

• In the second place, when Jtaken,off the wrong track we shall 
be able to find the right one, and shall understand that the proper 
field of economic study is, in the first instance, the type of rela- 
tionship into which men spontaneously enter, when they find that 
they can best further their own purposes by approaching them 
indirectly. There is seldom a direct line by which a man can 
make his faculties and his specialised possessions minister con- 
tinuously to all his purposes, or evep to the greater part or the 
most importunate part of them. He must find someone ejsc to 
whose purposes he can directly devote his powers or lend his 
resoiyces fn order that he may generalise his specific capacity or 
poasession, and then again specialise this generalised command in 
the direction his tastes or needs dictate. The industrial world 
is a spontaneous organisation* for transmuting what every man has 
int« what he desires, wholly irrespective .of what his desires 
may be. 

And, in the third place, this truer conception of the economic 
field of investigation, coupled wdth the sense of the unity of 
fundamental law’^ and fundamental motive that sw^ays our economic 
and our ndh-economic action, will throw a constantly increasing 
-emphasis upon the fact that oilr economic life is not and cannot 
be isolated, but is at every point combined with the direct expres- 
sion of character and indulgence of taste, while the human rela- 
tions into which it brings us are constantly waking in us a direct 
interest (w^hether of attraction or repulsion) in those purposes of 
withers wJiich we are directly furthering as an indirect means of 
furthering our own, purposes wiiich we have indeed adopted, but 
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beyond which we look whenever we reflect. There is no Reason 
why mdans should not, to an undefined extent, be from the 
beginning, or become, in course of time, ends in themselves, while 
still continuing to be mea;is ; nor, alas, is there any guarantee that 
they will not be, or will not become, negative and repellent* as 
ends, either through physical weariness or moral repulsion. 
Perhaps most men’s “occupations’' combine botfh characteristics. 

Again, the realisation of the exact nature of the economic 
organisation as a macjbinery for combining in mutual helpfulness 
persons whose ends are diverse, will drive it home to our con- 
sciousness that one man’s want is another man’s? opportunity „and 
that it m^y serve a man’s turfi to create a want or a^ passion in 
another in order that he maydihd his opportunity in ft. .All along 
the line , from^a ceHain type of ingenious advertiser to the financier 
(if he really exists) who engineers a war in order that he may 
arrange a w^ir loan, we may study the creation of wantS and pas- 
sions, destructive of general w^Ifare^ for the sake of securing wealth 
to individuals. And we luay realise the deeply significant truth that 
to any individual the full discharge of his industrial function — 
that is to say, the complete satisfaction or disappeararu'e, by wdiat- 
ever means, of the want wdiich he is there to satisfy — must be, 
if he contemplates it, a nightmare : for it would mean that he 
would be “out of w^ork,” that because no one wants wduit he can 
give no one wants him, and peither will anyone give him what he 
wants. 

Yet again, in our industrial relations tlu' thing we are doing is 
indeed an end, but it is someone else’s end, not ours ; ifnd, q^s far 
as the relation is really economic, the significance to us of what 
w^e are doing is measured not by its importance to the man for 
wdiom it is done, but by the degree fo which it furthers our own 
ends. There can, therefore, be no presumption of any coincidence 
between the social significance of our work and the return we 
receive for it. We cannot say, “What men most care for they will 
}>ay most for, therefore what is most highly paid is most cared 
for,” for (sometimes to our [lositive knowledge, and generally 
“for all we know”) it is different men who express theif eagerness 
for the different things we are cofriparing, by offering such-and- 
such prices, and those who offer little money for a thing may do 
so not because what they demand signifies so little, but because 
what they would have to give, or to forgo, for it signifies so much. 
They may offer little for a thing not because its possession matters 
so little but because their possession of anything, including this 
particular thing, matters so much. 
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Th%se jfnd other such considerations will not directly aflfect 
our exposition of the mechanism of the market, the centrsfl pheno- 
menon of the industrial world, but they will profoundly affect the 
spirit in \vhich we approach, and in w^hich we conduct, our 
investigation of it. For we shall not only know but shall always 
feel that the economic ^machine is constructed and moved by in- 
dividuals for individual ends, and that its social effect is incidental. 
It is a means and its whole value consists in the nature of the 
ends it subserves and its efficacy in subserving them. The col- 
lective wealth of a community ceases to be a matter of much direct 
significance to usc^ for if one man has a million pounds, and a 
liunffred others have ten pounds each, the collective weajth is the 
same as if t^fe hundred and one men had a thousand each. What 
are we to expect from a* survey made from a point pf view from 
which these two things are indistinguishable? The market does 
not tell us«in any fruitful sense what are the “national,” “social,” 

“collective ” wants, or means of satisfaction, of a community, 
for it can only give us sums, and the significance of a sum varies 
indefinitely according to its distribution. 

If we reflect on these things — and the study of differential 
significances J'orces us to reflect upon them — we shall never for a 
moment, in our economic investigations, be able to escape from 
the pressure of the consciousness that they derive their whole 
significance from their social and vital bearings, and that the 
categories under which w^e usually discuss them conceal rather 
than reveal their meaning. We shall, understand that this ultimate 
significance is determined by ethical considerations ; that the 

sanity of men’s desires matters more than the abundance of their 



means of accomplishing them ; that the chief dangers of poverty 
and wealth alike are to be fo«nd in degeneracy of desire, and that 
the^ final goal of education and of legislation alike must be to 
thwart corrupt and degrading ends, to stimulate worthy desires, 
to infect the mind with a wholesome scheme of values, and to 
direct means into the channels where they are likeliest to conduce 
to Worthy ends. 

To suTik up this branch of our examination, the differential 
theory of economics will never.allow us to forget that organised 
“production,” which is the proper economic field, is a means only, 
and derives its whole significance from its relation to “consump- 
tion ” or “fruition,” which is the Vital field, and covers all the 
ends to which production is a means ; and, moreover, the economic 
laws riiust not be sought and cannot be found on the properly 
economic field. It is on the vital field, then, that the laws of 
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economics must be discovered and studied, and the dfata of 
economics interpreted. To recognise this will be to humanise 
economics. • 

The merit of our present organisation of industry is tg be found 
in the extent to which it is spontaneous, and lays every man, 
whatever his ends, under the necessity of seeking some other man 
whom he can serve, in order to accomplish them. So far it is 
social, for it compels the individual to relate himself to others. 
Bdt the more we analyse the life of society the less can we rest 
upon the “economic harmonies”; and the better we understand 
the true function of the “market,” in its widei^ sense, the piore 
fully shalj. we realise that it ndyer.has been left to itsglf, and^the 
more deeply shall we feel that it never must be. Economics must 
be the handmaid of sociology. 


IT. 

0 

' ( ’ 
Let me now proceed to the consideration of a few jwints in 
which I think the traditional methods of technical exposition need 
reconsideration in the light of the'differential theory. 

At the root of all lies a profound modification ol' oar conception 
of the nature and function of the “market ” dself. 'hhe differential 
theory when applied to exchangeable things tells us that there is 
equilibrium only when an .exchangeable commodity is so dis- 
tributed that everyone who po.ssesses it assigns the same place 
to its differential value, amongst those of other commodities of 
which he has a supply ; and that this place is a higher one^than 
it occupies on the relative scale of anyone who does not jioss^xss 
it. What this place is— that is to say, the differential equivalence 
of the commodity in terms of other commodities, when equilil)riuni 
is established— is fixed absolutely by two determinants. These 
;_(1) The tastes, desires, and resources of the individuals 
constituting the society. When objectively measured and ex- 
pressed, these individual desires for any one commodity canjje 
represented by curves capalde of being summed ; and the^resultani 
curve, objectively homogeneous but covering undefined'^ifferences 
of vital or subjective significance, is usually caired,-so far as it is 
understood and realised, the “curve of demand.” This is one of 
the determinants we are examining, and it represents a series of 
hypothetically co-existing relations between given hypothetical 
supplies and corresponding differential significances. It is a 
curve representing a function. (2) The amount of the actual supply 
eiRijting in the community. This is imf a’curve at all, but an ac tual 
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It is not a series of co-existing relations, but one single 
iact, and it determines which of the series of hypothetical or 
potential relations represented by the curve shall be actually 
realised. * 

But what about the “ supply curve ” that, usually figures as a 
determinant of price, co-ordinate with the demand curve? I say it 
boldly and baldly : There is no such th ing. When .we are 
speaking of a marketable commodity, what is usually called the 
supply curve is in reality the demand curve of those who possess 
the cofiimodity ; for it shows the exact place which every succes- 
sive# unit of the commodity holds in their relative scale of esti- 
mafes. The so-called supply curve, therefore, is simplji a part of 
the total demand curve which we have already described as 
factor (1). The separating ,out of this portion o£» the demand 
curve and reversing it in the diagram is a process which has its 
meaning and its legitimate function, as we shall see in a moment, 
but is wholly irrelevant to the determination of the price. 

The intercourse of the market enables all the parties concerned 
to find their places with respect to each other on the general 
(l^and curve. Each individual, whether or not he^possesses a 
stock of th% commodity, brings his own individual curve of 
demand into the market, and there relates it to all the other 
individual curves of demand, thus constituting the collective 
curve, which (together with the amgunt of the commodity avail- 
able) determines the price, i.e., the (objective) height of the 
lowest demand for a unit of the oornmodity which the available 
arnojant \fill suifice to reach. 

• The ordinary method of presenting the demand curve in two 
sections tells us the extent to which the present distribution of 
the commodity departs from that of equilibrium, and therefore 
the extent of the transactions that will be required to reach 
equilibrium. But it is the single combined curve alone that tells 
us what the equilibrium price will be. The customary representa- 
tion of cross curves confounds the process by which the price is 
discover^ with the ultimate facts that determine it. 

Diagr^is of intersecting curves (and corresponding tables) of 
demand prices and supply pfices are therefore profoundly mis- 
leading. They co-ordinate as two determinants what are really 
only two separated j^ortions of oije ; and they conceal altogether 
the existence and operation of what is really the second deter- 
rninapt. For it will be found on a careful analysis that the con- 
struction of a diagram of intersecting demand and “supply** 
curves always involves, but never reveals, a definite assumption 
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as to the amount of the total supply possessed by the supposed 
buyers and the supposed sellers taken together as a single homo- 
geneous body, and that if this total is changed thft emerging price 
changes too ; whereas a •change in its initial distribution (if the 
collective curve is unaifected, while the component or intersecting 
curyes change) will have no effect on the ifiarket, or equilibrating 
price itself, which will come out exactly the same. Naturalfy, for 
neither the one curve nor the one quantity which determine the 
price has been changed. 

The accompanying diagrams may suggest to the reader a 
method of testing the validity of the argument in the text. 

Ox in«both figures represents the amount of the. cnjin modify , 
and the curve in Fig. 1 represents* the total demand curve. The 
resultant price is px. 

h 



None of these data^re altered in Fig. 2, but the demand curves 
of the possessors (collectively) and the non-possessors (collectively) 
are separated out from each other, as representing the conditions 
under which the market opens. Two different hypotheses as to 
this initial distribution of the stock are represented by tt^ dotted 
and the continuous lines. But in each case, of course, the condi- 
tion of preserving the data of Fig. 1 intact deterihines that at 
any price OA, the line AB (Fig. 1) shall be equal to the sum 
Ab-^^ab' or 4/?-fa/8' (Fig. 2). If this condition is observed, the 
intersection must be at the height xp, when AB or its equivalent 
sum in Fig. 2 equals Ox*. • 

The dotted lines represent a market that opens with condi- • 
tions nearer to equilibrium than those represented by thereon- 
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tinuoul lines; and in the one case only Ox' will change hands, 
whereas in the other Ox" will do so. But this has nothing to do 
with the price.’ . ^ 

The c^rve of supply prices, then, is a mere alias of a portion 
of the demand curve. But so far we have* only dealt with the 
market in the narrower sense. Our investigations throw suffi- 
cient light on th^ distribution of the hay harvest, for instance, 
or on the “catch of a fishing fleet. But where the jproduction is 
continuous, as in mining or in ironworks, will the same theory 
still suffice to guide us? Here again we encounter the attempt to 
estal^lish two co-ofdinate principles, diagrammatically represented 
by fwo intersecting curves; for^thdugh the “cost of production” 
theory of .value is generally repudiated, we are still foo often 
taught to look for the forces Jhat determine thi stream of supply 



along two lines, the value of the product, regVilated by the law of 
the market, and the cost of production. But what is cost of 
production? In the market of commodities I am ready to give as 
rnuQh as the article is worth to me, and I cannot get it unless 
I give as^^uch as it is worth to others. In the same way, if 
I employ land or labour or tools to produce something, I shall be 
ready to give as much as they are worth to me, and I shall have 
to give as much as they are worth to others — always, of course, 
differentially. Their -worth to me* is determined by their differ- 
ential effect upon my product, their worth to others by the like 
effect upon their products (or direct fruitions, if they do not apply 

* ^ For further details and the treatment of possible objections, see my Common 
Sense of Political Economy^ Book II., ch. iv. • 
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them industrially). Again we have an alias merely, (fjost of 
production is merely the form in which the desiredness a thing 
possesses fo^: someone else presents itself to me.^ When we 
take the collective curve of demand for any factor of production 
we see again that it is entirely composed of demands, and my 
adjustment of my own demands to the •conditions imposed by 
tlie deanands of others is of exactly the same nature whether 
J am buying cabbages or factors for the production of steel plates. 
I liave to adjust my desire for a thing to the desires of others 
for the same thing, not to find some principle other than that 
of desiredness, co-ordinate with it as a seCond determinant 
of market price. The secontr determinant, here as everywliere, 
is the supply. It is not until we have perfectly' grasped the 
truth that costs of production of on,e thing are nothing wdiat^ver 
but an alias of efficiencies in production of« other things that we 
shall be finally emancipated from the ancient fallacy have so 
often thrust out at the door, w^hile always leaving the wdndo^ 
open for its return. 

I now turn to some of the rqost obvious consequences of the 
differential theory of distribution. They are all included in the 
one statement that wdien fully grasped this theory inust destroy 
the very conception of separate laws of distribution such as the 
law of rent, the law of interest, or the law of wages. It is by 
determining the differential-equivalence of all the factors of pro- 
duction, however heterogeneous, that we reduce them to a 
common measure and establish the theory of distribution just 
as it is by determining the differential equivalence of all our 
pursuits and possessions that we attejppt to place a shiilingi or 
an hour or an effort of the mind wffiere it will tell best, and so 
distribute our money or time or mental energy well. There can 
no more be a law (ff rent than there can be a law of the price 
of shoes distinct from the general law of the market. The way 
in which the several factors render their service to production 
differs, but the differential service they render is in every (^^ase 

1 I do not deny that, as we recede from the market and deal witlj^ng periods 
and the ultimate conditions on which nature yields her stores, cases may arise in 
which something like a “ supply curve ’’ seems legitimate. The terlnson which nature 
yields increasing supplies of some raw material, for instance, can not legitimately 
be regarded as the reserve prices in which slie expresses her own demand I But 
even here in the last analysis, and wh*en we consider the enormous range of the 
principle of “substitution ” and the pressures that determine the directions taken 
by inventive genius, I believe we shall be thrown back in all important cases upon 
modifications in the demands upon human energy and expressions of human 
vitality and their distribution amongst all the utilities and fruitions that appeal to 
them. 
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iclentilal, and it is on this identity or equivalence of service that 
the possibility of co-ordinated distribution rests. So the econo- 
mist, though hq may begin by giving precision to ihe student’s 
idea of how “waiting,” for example, or4ools, or mere command 
of “extension ” in space, or manual skill* or experience, or 
honesty, may affect the value of the product, must end By 
showing him tha*t their distributive share of the product depends 
not upon the way in which they affect the product (wherein they 
are all heterogeneous), but on the differeRtial amount of their 
effect (wherein they are all alike). The law of distribution, then, 
is one, and is gwerned not by the differences of nature in the 
factors, bul^by the identity of their differential effect. With this 
searchlight We must scrutinise ttie body of current economic 
teaching, and must cast opt the mischievous survivals that 
defolm it. • 

On thef present occasion severe selection and limitation is, of 
course, necessary, and I think# we cmnnot do better than take up 
a few of the current phrases, or conceptions and diagrammatic 
illustrations connected with thp phenomenon of rent. Ante- 
cedently we must expect that as there is no theoretical difference 
between the«part played by land and that played by other factors 
of production (or more direct ministrants to enjoyment), so there 
can be no general assertion about rent and land which is at once 
true and distinctive ; for, if true, it must be based on that aspect 
of land which expresses its function in a unit common, say, to 
capital, and which brings its differential significance, upon which 
all d^^pencfe, under the same law ; and therefore it cannot be 
dislinctive of land. ^ 

Ijet us test the truth of these anticipations. Kicardo’s cele- 
brated law of rent really asserts nothing except that the superior 
article fetches the superior price, in proportic^n to its superiority ; 
and it is obvious that all “superiorities” in land, whether arising 
from “inalienable” properties or from ex]:>enditure of capital, 
tell in exactly the same way upon the rent. 

Again diagram may easily be constructed in which different 
qualities on land are represented along the axis of X and their 
supposed relative fertilities to d fixed application of labour and 
capital along the axis of Y. The “marginal” land will occupy 
the extreme place to .the right. This is not 9 . functional curve ; 
for the height of y does not depend upon the length of Xy the units 
being expressly so placed on OX as to produge a declining y. It is 
agplicable to land or to anything else of which typical units can 
be arranged in ascending or descending or(|^r of efficiency. 

No. 98. — VOL XXIV. c 



18 THE ECONOMIC JOtTKNAL [MARCH 

But the same figure has been used as a functional c(urve in 
connection with the theory of rent. Take a given fixed area of 
land of a ceftain quality and consider what would be its yield if 
it were “dosed” with ,ja certain quantity of labour £|*nd capital 
represented by a unit on the axis of X. Increase the doses till 
a further increment of labour and capital would not produce as 
large an increment in the yield of this land as it would if applied 
to some other piece of laud of the same or different quality, or 
if turned to some non-agricultural business. The last increment 
actually applied is the “marginal” increment, and it measures 
the distributive share of a unit “dose ” in the pfoduct. The J&gure 
and the details of the argument are too familiar to n^ed elabora- 
tion ; nor can I stay to shoV that such a curve' ought really 
to pass through the origin, for imgortaht as the point is, it floes 
not affect our present investigation ; but it is essential to point 
out that the descriptive and the functional curves just described 
both present the same appearance, both represent “rent” byja 
curvilinear surface, both use the term “margin,” though in 
entirely different senses, as deterjnining rent, and are both just as 
applicable to anything else as to land, and (specifically) ignore 
the difference between “economic ” and “commercial ” rent, being 
just as applicable to one as to the other. 

T^he ambiguous use of “marginal ” has naturally caused 
some confusion (a point to which I shall soon revert), but at 
present the descriptive curve and “margin ” have only been 
introduced to be dismissed. « In the discussion of the functional 
curve, which we must now continue, I have used thCi tenn 
“marginal” in the sense of “differential” as applied throiigh- 
out our whole investigation. It is not any peculiarity of the 
“marginal” increment that makes' it yield less than the others. 
It does not. They^all have exactly the same differential effect on 
the yield, as to which none is after or afore the other. The 
height of this differential or marginal yield is dependent not upon 
the nature of each several dose, but upon their aggregate number. 
What we have here, then, is not a law- or theory of rent at all, 
but the tacit assumption that the differential theory of distribution 
is true of every factor of production except land, and that rent 
is what is left after everything that is not rent is taken away. 
For, observe, land-and-labaur is treated- as a homogeneous 
quantity, so that the reduction of heterogeneous factors to a 
common unit is assumed, and how is this to be done except by 
comparing their several efficiencies on the product, and so com- 
bining them as to keej) those efficiencies in differential equivalence 
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to thJir market prices, i,e., their efficiencies on other ^land or 
in other industries? And thus the principle of marginal or 
differential efficiency as determining distributive sjiares in the 
product has long been quite definitely, ^.hough naively and un- 
consciously, asserted in saying that the “marginal” efficiency 
of this compound factor of production will find the same l6vel 
in the specified industry and out of it, and will determine its 
remuneration. 

This so-called statement of the law of .rent, then, assumes 
our differential law^s of exchange value and distribution, with all 
their.implications,* as ruling everywhere except in land and rent, 
Rent is mei;ely wffiat is left when eVerything except rent is taken 
away. This*can hardly be called *a “law,” but, such as it is, 
it i^ again common to all factors of production. Wages are all 
that is left when everything that is not wages is taken out. And 
this is actifally the statement of Walker’s “law of wages.” And 
with the rest. • • 

'But this is not all. In the treatment of rent that we are 
examining the differential theory of distribution is avowed with 
respect to every factor except land ; but it is implied with respect 
to land ako.* This can be rigidly proved mathematically, as is 
now beginning to be acknowledged ; and even the non-mathe- 
matical student can easily perceive that the forms of the figures 
representing the shares of “ land ” • and “ labour-and-capilal ” 
respectively are determined not by any peculiarity of land, but 
by the fact that land is supposed to remain constant, while labour- 
and-capital\ary. But three pounds sterling applied to one acre 
is tlie same thing as a third of an acre coming under one pound’s 
worth of culture, and five pounds per acre is a fifth of an acre 
per pound. Instead of taking an acre, therefore, and considering 
the difference of yield, as two, three, four, five pounds are ex- 
pended upon it, let us take one pound and consider the differences 
of yield, as one-fifth, one-fourth, one-third, one-half of an acre 
corne^ under it, or in other w’^ords, as it spreads itself over these 
different £treas. You will then find that you have a figure in 
which the same identical data are presented and the same 
identical results* obtained, but the return to land is represented 
as a rectangle cut off by a line parallel to OX, and the return to 
labour-and-capital by a curvilinear surplus” or residuum. So 
that the supposed law of rent again turns out, in so far as it is 
true of l^nd, to be true of all the other factory of production. But 
th§ unhappy confusion between the geometric properties of an 
arbitrarily selected constant factor in a diagr|im and the economic 

c 2 
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properties of land has brought dire confusion into economic 
thoughf and economic terminology. The Augean stables must be 
cleansed. We must understand that when tluj differential dis- 
tribution is effected the^-e is no surplus or residuum a^t all ; and 
that any diagram of distribution that represents the shares of 
the different factors under difTerent geometrical forms is sure to 
be misleading, and is likely to be particularly tnischievous in its 
misdirection of social imagination and aspiration. 

' And note, finally^ that even in practical problems the supposed 
peculiar conditions introduced by the rigidly determined quantity 
of land in existence are non-existent. Any individual cai\ have 
as muclj^ land as he likes if he will pay the pric^, and Be is 
conscious of no difference in 'principle whether he is j^idding for 
a certain quality and site of land, pr a 'certain grade of laboi^r or 
kind of ability, unless it be that *m the latter case he m*more 
conscious of the limits of supply that no offer of re^muneration 
can stretch. v ^ 

In conclusion, T will revert to the point, incidentally raised 

in connection with rent, of the difficulties and confusions con- 

(» 

nected with terminology. 

I have thronghout spoken of diffcTnilial , rather than hiarginal 
significances ; for there is a fatal ambiguity in the use of the 
word “marginal.” And yet, after all, 1 have fell like the man 
who “did flee from a lion, and a bear met him : or went into the 
house and leaned his hand on the wall, and a serpent bit him,” 
for by a singular i^erversity of fate or fashion a closely similar 
ambiguity besets the word “dilfercntial ” itself, and* yet another 
and equally appropriate term “inciemental.” All these tyords 
have been preoccupied ; and curiously enough it is speculatioT)s 
on the nature of rent or projects concerning land that have done 
the mischief in ev^ry case. “Increment,” instead of suggesting 
a small homogeneous addition to any magnitude whatever, at 
once suggests to the reader of economic literature the “unearned 
increment of land,” so that the “incremental value,” “efficacy,” 
or “significance ” of anything cannot conveniently ca^y its proper 
meaning of the value attached to a small increment w decrement 
of anything, varying with the* expansion or contraction of the 
supply. This is the conception I have indicated by the term 
“differential.” But here agg,in we. are forestalled. “Differential 
payment,” for instance, would generally be understood by readers 
of economic literature to mean payment made for some articles 
in excess of that made for others, in consideration 'of their 
superiority. Thus, if I were to say that “rent is a differential 
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charge,” I should be supposed to mean that what you^pay for 
a certain piece of land as rent represents the superiority of that 
piece of land to another that you can gft for nothing. In this 
use of the* word everything depends upon the^ different quality of 
the things compared, ^ut what we want is a word which shall 
always carry the .underlying assumption that we are cor sidering 
the expansion and contraction of a homogeneous *B^ipply, the 
“differential ” value of that supply being a fijnetion of its breadfh 
or magnitude. 

Again, the sanje theory of rent which regards it as a differ- 
ential charge, in the sense of a charge due to an inherent difference 
of quality in4he things charged fof, assumes that there is some 
land which'bears no rent at all| This is the lan^ on the “margin ” 
of tiwltivation. Hence “maiginal” has come to be used in 
economic literature to signify the lowest grade or quality of any 
commodity, or service, or the least tivoiirable set of conditions, 
t?iat just hold their footing in any industry. Thus the marginal 
land would mean the worst land under cultivation, the marginal 
workman the least efficient man in actual employment, the 
marginal corulitions of an industry the least advantageous con- 
ditions under which it is actually conducted, and, I suppose, the 
marginal grade of potatoes or wheat the worst quality actually in 
the market ; or to the hungry individiial the marginal mouthful 
of beef would be the one just not rejected and left on the plate 
because too largely composed of “vejns” to be eaten, even if no 
more df an^^ kind were to be had. 

N<Jw attempts have been made to erect a theory of distribution 
upon the consideratfon of “margins” in this sense. The 
“marginal” man, working off the “marginal” land, under the 
“marginal” conditions, and with the “margiiial” appliances, is 
taken as the ultimate basis of the pile, and wages, rent and 
interest are explained as “differential” in their nature; that is 
to say, as due to the siq>eriority in quality, position, or point of 
application, of such-and-such work, land, or apparatus, over the 
“ marginar' Specimens. 

1 do not stay, to examine this theory on its merits ; but it is 
necessary to insist on the almost incredible fact that there is con- 
stant confusion between it and what I have tried to expound 
as the “differential” tfieory of distribution, simply because they 
can both be described as “marginal,” and the term “differential,” 
though m quite divergent senses, may be introduced in the 
exposition of either. 

Once again, then, if I speak of the ditferential or marginal 
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significtoce of rny supply of bread and milk, and say that it 
depends, ceteris paribus^ upon how many loaves of bread and bow 
many pints of milk I take, I am supposing all the bread and milk 
to be of the same quality. And if I speak of the differential or 
marginal significance of labour in a particular industry, I am 
either speaking of a uniform grade of labour or of different grades 
reduced to some common measure and expressed in one and the 
same unit, and I mean the significance which such a unit has 
when it is one out of so many others like itself. Thus, in my 
use of the word, there is no ear-marked marg^al unit, which is 
such in virtue of its special quality. Any one of 100 unif^r has 
exactly the same marginal walue ; but as soon as *one unit is 
withdrawn,^ all Ike remaining 99 have a higher marginal value; 
and when one is added, all the lOi a lower. • ' 

The only word T can think of hee from misleading associa- 
tions would be “quotal”;^ for qnotus means (amongst other 
things) “one out of how many,” and so quota! significance might 
mean the significance which a unit has when associated with 
such-and-such a number of othei^s homogeneous with itself. 

Here I must close these almost iMndom indicaj^ions of some 
of the directions in which I think that convinced apostles of the 
differential economics should revise the methods of economic 
exposition. For myself 1 cannot buf l>elievc that if this were 
accomplished, all serious opposition to the doctrine would cease, 
that there would once again be a body of accepted economic 
doctrine, and that Jevons’s dream would be acc(un^)lished and 
economic science re-established “oi» a sensible basis.” 

It is impossible to exaggerate the importance of such a '^con- 
summation. Social reformers and legislators will never be econ- 
omists, and they will always work on economic theory of one 
kind or another. They will quote and a])ply such dicta as ’they 
can assimilate, and such acdcnowledged principles as seem to serve 
their turn. Let us su[)j)ose there were a recognised body of 
economic doctrine the truth and relevancy of which perpetually re- 
vealed itself to all who looked below the surface, which caught men 
what to expect and how to anajyse their experience ; which in- 
sisted at every turn on the illuminating relation between our con- 
duct in life and our conduct in business ; which drove the analysis 
of our daily administration o/ our individual resources deeper, and 
thereby dissipated the mist that hangs about our economic 
relations, and concentrated attention upon the uniting *and all- 
penetrating principles of our study. Economics might even then 
be no more than a fefeble barrier against passion, and mi^ht afford 
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but a feeble light to guide honest enthusiasm, but it would exert 
a 'steady and a cumulative pressure, making for the truth. While 
the experts wortced on severer methods than ever,* popularisers 
would be ‘found to drive homely illustrdftions and analogies into 
the general consciousness; and the roughly understood dicta 
bandied about in ,the nftme of Political Economy would at any rate 
stand* in some relation to truth and to experience, ftistead of 
being, as they too often are at present, a mere armoury of cc^- 
secrated paradoxes that cannot be understood because they are not 
true, that everyone uses as weapons while no one grasps them 
as principles. 

P. H. WioesTEED 



THE DEVELOPMENT AND CONTKOL OF GEEMAN 

SYNDICATES.' 


AMONGHhe early recommendations of the German •Syndicates, 
and one which did much to reconcile public opinion* to their 
foundation, was the idea that they /v^ould be a safer alternatiVe 
to a Trust Movement. They were to prevent the domination 
of capitalist fusions, especially by their preservation of the smaller, 
works, which were included in the original Kartel agreements.' 
It is true that Germany is still without Trusts of the American 
type. Separate capitalist combines do not yet rule the market ; 
the method of contract, or Kartel method, is the characteristic 
feature of her industrial organisation. But within the Kartel 
important developments are now taking place, largely because 
of Kartel conditions of regulation. Were the great Syndicates 
to be dissolved, it would be found that the market was in the 
hands of fewer concerns than entered into the original agree- 
ments, and that some of them were large and complete 1‘ fusions’" 
of capital. 

As early as 1904 we find the view confidently held that the 
Syndicates would be “preparatory to the creation” of Trusts. 
“There are signs,” it is reported, “that in the end the remaining 
Syndicates (after absorption of the smaller ones, such as has 
since taken place) will dift'er very little if at all from powerful 
industrial Trusts, the avoidance of which was the Syndicates’ first 
recommendation in Germany.” This tendency was greatly 
helped by the removal, in the new contract of the Coal*Byndicate 
in 1903, of the condition that new participation in total output 
would be automatically allowed for each new shaft sunk by a 
mining company. After this date, the large concerns, which look 
for a more economical working on a bigger output, had to obtain 
this by purchasing smaller works and not by sinking new and 
unworked shafts. Th^ result was that between 1905 and the end 
of 1907 the number of concerns in the Coal Syndicate declined bf 

^ Wy facts are taken from the Consular Beports since 1904 
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over 20 per cent. We are officially informed in 1906 4hat the 
Coal and Steel Syndicates are only “forms under the surface of 
which importahl; changes are taking place.” Not^le examples 
of this process were the union of the Phoenix and Horder com- 
panies in 1907, with a joint capital of 62 million marks ; and the 
later Gelsenkirchen amalgamation, which seemed to imperil the 
existence of both the Coal and Steel Syndicates. . 't'he ' former 
combine, including both iron and coal concerns, held the first 
place in the Syndicate for steel, and the fourth in that for coal. 

This linking up of the two great Kartels, by the dominance 
of identical interests in both, has. created a mutual dependence 
to such a degree that each KarteU has become interesled in the 
continuance of the other. If the Coal SyncUcate were broken 
.the great unions in ste^l would dictate to the coal trade, 
and vice r^rsd. There would be a defensive scramble for integra- 
tion. It was actually suggested in 1910 that the dangers to the 
market which would follow on*the dissolution of either Syndicate 
should be averted by an amalgamation of them both. We should 
then have seen, on the Gerrftan model, a sort of parallel to 
that continuity of industrial interests, from coal and raw iron 
up to finished steel products, which exists in the American Steel 
Trust. 


“The present move in connection with the renewal the 
Coal Syndicate is probably the beginning of a greater denouement, 
and inaugurates a period, not too far distant, when neither the 
Coal ‘nor ^teel Syndicate will exisf. It would be the beginning 
of a vast Trust arranged by the few leading concerns of the 
mixed type, v^hich would thus end by being Americanised after 
a process of /evolution through an essentially German system 
of syndicatii^ti.” And, a year later, “it is generally believed that 
these two^Byndicates must stand or fall together.” The question 
has beep/' postponed by the renewal of the Steel Syndicate till 
1916 ; l^t the Coal Contract will by then have expired also. 

•A j^iore important and difficult question is involved in these 
dev(p£pme*its. That is the question of the “mixed** works— 
integrations of coal and iron ^^ompanies, having a foot in each 
Cartel— in relation to the “pure” works, which have only one 
product, coal, iron, or steel. This is par excellence the internal 
problem of the Syndicates, on which the recent discords are 
based. Important steps have been taken in the last few years. 
The whole matter is an interesting study*of rival tendencies in 
itidustrial organisation, toward “vertical** as against “lateral 
combination. 
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When the Coal Syndicate was founded in 1893, a dozen 
“mixed works were left outside. They owned foundries as well 
as mines. But the competition of their surplus coal was so 
damaging that they finally agreed with the Syndicate to sell it 
at Syndicate prices, though of course there was no limit to their 
output, as they were outsiders. In 1898 ten of them agreed that 
the Syndicate should sell their free production for them. * 

But the dissension thus created — since the “mixed” sellers 
were not under the limitations of the Syndicated “pure” sellers — 
led to the termination of the Syndicate in 1903, two years before it 
was due. In the new contract of that year the lAixed works were 
included, and some of the old ‘*pure” mines had meantime been 
acquired by foundries anxious to get their coal at cost. Under the 
agreement, the advantage was all v?(tb the mixed works, whiph 
were allowed to reserve their own consumption , without restriction 
of its amount, and were given a large participation *for their 
surplus, which the Syndicate* sold# They got Kartel prices foi^. 
their surplus, and their own coal at cost. They thus far deprived 
the pure mines the Syndicc^e itself) of a market for coal, 

and were also enabled to produce iron more cheaply than those 
other works in the Iron Syndicates which had to bu^ their own 
coal. But, of course, as members of Iron or Steel Syndicates, 
they* gold their final product at the Syndicate price — just as if 
they had had to pay all the maximum expenses. It was a curious 
position, and led in both higher and lower Kartels to a prolonged 
discord. The advantage of the*mixed works in the Coal Syndicate 
is shown by the fact that their total output, including^own con- 
sumption, went up to 10} per cent., against 1} per cent, for 
pure mines. Of 13} million tons of mixed production in 1904, 
only 3} million came into the bands of the Syndicate. The 
reservation became a “scandal,” as we are informed, and some 
concession had to be made by the mixed works, wliich paid what 
amounted to a small fine on deficient supply to the Syndicate. It 
is to be remembered also that own consumption was free from 
the tonnage levy of 7 to 8 per cent., or Syndicate expenses, which 
therefore fell in greater proportion on the pure mines. The 
important (pure) Hibernia Compahy, on the Board of which the 
Government is represented, gave a warning that this state of 
things could not continue. And then came an appeal to the 
Courts of Law. The Syndicate tried to construe the contract 
of 1903, with its reser,vation privilege, as applying only to those 
concerns which were at that time mixed concerns. But a con- 
cern which had becoipe mixed in 1904 by the purchase of a 
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foundry claimed the same rights, and won its case, bcy;h in the 
lower Court and, on appeal, in the Supreme Court. Obviously, 
therefore, any 'mine which felt the Syndicate restriction on its 
output had only to combine with an irt)n works, and could then 
increase its output almost as it liked. A premium was put on in- 
tegration, the naain dtoger to lateral combination. The success of 
the hppeal to the Supreme Court bewildered the Syndicate, and 
made its organisation in some ways almost illusory.' Integration 
spread, the Syndicate as such lost custom ’in the iron trade, and 
we learn that the whole concern threatened to burst — unless 
there were an alliance with the higher Syndicates, as we have 
seen. The whole thing was largely a natural result of the original 
Kartel idea of keeping alive the smaller mines, since this meant 
restriction on the larger onfes, and this in turn drove them into 
the iron trade for ‘the sake of their own economic expansion 
in the working of coal. In the coal famine of 1907-8, this 
Preservation was responsible for mftch of the scarcity of market 
supplies. In 1909-10, of a total Kartel production of 78 million 
tons, the mixed works had *17 millions of own consumption 
reserved, and sold 21 millions to the Syndicate. As votes go by 
participation, they were a strong group. The concession finally 
made was that the mixed wwks were to have free consumption 
up to the amount of four times own consumption in the best 
quarter of 1907, the record year. •For any reservation beyond 
that, which in usual times would be negligible, they were to 
pay. 1’50 marks per ton to the Syndicate. The condition is all 
in their ^favour, and the mixed works are naturally extending 
iiy number. 

The same controversy j^ppears in ihe Iron and Steel Syndi- 
cates. In 1908 it led to the dissolution of the Kaw Iron Syndicate, 
which has since been reorganised. The trade was in two hostile 
camps, and the mixed works ended the contract, since as steel 
producers owning their own iron they wished iron prices to be 
high, while the pure works wished to reduce them in the falling 
market. ,It is the same in the Steel Syndicate itself. Here 
we are at the top of the process. The finished steel products 
are too various to be fully Syndicated ; and the pure finishing 
works find themselves unable to compete at home or abroad 
with the mixed works which get raw steel from works of their 
own. They suffer even by the re-import of German raw steel, 
dumped abroad by the Syndicate, and brought back as foreign 
« finished goods. Pure steel works are now getting scarce. My 
last information is that they appealed tp the Government for a 
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remission of duties on iron and half-finished steel ; and that a 
resolution was moved in the Reichstag to give the exporting 
pure works di?ty-free import of such materials as We represented 
in their export. I do not/ know the fate of this resolution, but, 
as will be shown later, concessions were for a time made by 
the Government on its import railway tariff for poal. Like the 
Coal Syndicate, the Steel Syndicate has attempted to deal with 
the “mixed ’’‘problem by a fine on “insufficient delivery” to the 
Syndicate. * 

Other extensions of the method of integration have taken 
place. The Coal Kartel has now brought in the water carriers 
on the Rhine, giving them participations in the tradpT with the 
result that rates for water-borne coal have gone up nearly to those 
for rail carriage. It has also, like tlfe American Trusts, enteral 
in a more complete way into the distributing trade. It has, since 
1903, been developing its local agencies, by division of its uncon- 
tested areas into ivontors, of ^hich the large dealers in each area.* 
become joint members with the Syndicate, on a participation in 
sales reckoned on the basis of the previous three years. The 
selling area and profit of each dealer are limited, and 
the Kontors may also sell direct. The dealers must recog- 
nise the usual Kartel discriminations of price according to 
quantity taken, the use to which the coal is to be put, 
and the “all or none” condition. Each dealer must subscribe 
to the Kontor capital at the rate of 75, GOO marks for each 50,000 
tons of participation in sales. • The Kontors pay a dividend of 
13 per cent., and are now placed at Berlin, Dortmund, Bremen, 
Mulheim, Kassel, Hanover, Magdeburg, Kiel, and Hamburg. 
They are paramount in their districts, and have brought the 
existence of the Kartel home to the local trade. The dealers 
will soon lose any definite clientele, and will simply wait for 
orders from the local office. Steel Kontors of the same sort have 
been in contemplation. One recalls the use which has been made 
of such local agencies by the Trusts, in having competitive trades 
watched and hampered, and the title of Mr. Norris’s book. 
The Octopus. 

The development of the export bounties has been another 
feature of the last few years. Bounties of this kind have been 
privately paid by the producing interests in Germany for at least 
twenty-five years, but they were organised into a system by the 
Coal Kartel (1893) and the Steel Kartel (1904). The Clearing 
House at Dusseldorf was established in 1897. Through this office 
the Syndicates settle their balances with each other. The jvhole 
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matter is enveloped in secrecy, and only a few main /acts can 
be given. The purpose was at first to mtike up to exporters the 
difference between home and foreign prices, and endi)\e the export 
to continue freely, in order to keep the home market steady at 
Syndicate prices. The continuance of this policy has been placed 
since then on differeint grounds. The foreign connection must 
be kept— whetlier in a-boom at home, when the export might 
otherwise fall off, or in a depression abroad. Thu6', even injihe 
coal famine of 1907, the Kartel kept on exporting, and bought 
British coal. Sometimes the expressed aim was to enforce 
Syndication, sirihe the bounties were paid either to Syndicates 
on behalf, of their members, or* later to individual ^5yndicated 
firms. Sometimes it has been to meet the “moral claim” of 
tlje pure finishing industries, which have to pay Syndicate prices 
for* their materials, which lAay be sold more cheaply abroad. In 
1908 the ‘bounty took the place of the low State export railway 
f tariff*, which was then suspended. •There has been great irregu- 
larity in tlie pursuit of the system. In 1897 it was 1*50 marks 
per ton on coal, 2'50 extra or^r^iw iron, 6 extra on half-finished 
goods, and 5 extra on finished goods — 15 marks in all, paid in 
one sum by the highest Kartel involved, and recovered from the 
lower Kartels. The maximum rates seem to be those of 1905, 
amounting on certain finished goods to 20 marks, ancL these 
appear to have been renewed in 1913. The bounty is calculated 
on the estimated amount of each product which has been con- 
sumed in the manufacture of the export. The rates have been 
reduced, •increased, or suspended according to market conditions. 
But they are generally high enough to be of great competitive 
advantage abroad. I am informed by one English firm that they 
are beaten by 10 per cent, on their lowest possible tenders of 
finished goods because of the bounties. The bounties show in a 
l emarkable way the realisation by each Syndicate of its common 
interests with other producers in the stability of German export 

trade. 

# 

What has the Government been doing in view of these com- 
plicated industrial changes? The reply shows various attempts 
to hold the Syndicate in check. A public inquiry into the Kartels 
was the first step — I think in 1904 — but the Secretary of 
the Commission, having gained, much privileged knowledge of 
Kartel affairs, w^as offered and accepted a post under the Coal 
Syndicate. The inquiry was at that ti^ae, as was also public 
^opinion, favourable to the Syndicates. The position of the 
Government was that it owned fiscal myaes in the Saar district, 
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where is the largest producer, and others in Westphalia, but 

in Westphalia it operated only one mine, the Gladbeck, which 
remained outgide the Syndicate in 1903. Less than 15 per cent, 
of the whole German output was fiscal, but in the Saar district 
it was 90 per cent., and in Silesia 20 per cent. The Secretary 
of State for Commerce was oflered a right of veto on Syndicate 
prices, but declined the responsibility. " 

Then carhe the curious proceedings regarding the Hibernia 
mine, one of the largest in the Kartel. The Government sought 
to get hold of it, by secret agreement with the Dresden bank to 
buy up more than half of the Hibernia shares. 'These imrchases 
put up the value, by tlie sympathy of the market^ .of mining 
shares generally. The Hibernia directors began in defence to 
issue new capital. The Government* then offered to biiy 
at 240, but this, on becoming known, raised opposition in 
the Ivartel, and the offer was rejected. The Governirient 
then held 23 out of 53 ‘ parts of the shares, but the! 
capital was increased to reduce its percentage. Its holding, 
however, gives the Government ^ place on the Board. Open 
dealing in Hibernia shares was stopped, since both the “Treasury 
and its opponents” wished to hold fast. About the same time 
the Government acquired a mine in the Potasvsinm Syndicate, 
and the Board of the Syndicate is presided over by a representative 
of the Prussian Treasury. *This, 1 believe, is because of the 
special importance of the product to the agricultural industry. 

A moderate price policy has been adhered to, so that tlie pjrices 
fixed originally cannot be raised without the consent of the 
Secretary of State. « 

A private Bill was introduced in^ 1908 for the regulation of 
Syndicates. A bureau was lo be formed for registration and 
statistics. But the •Government defeated this by showing a 
Keport on the development of combination abroad, to the effect 
that “neither the withdrawal of legal protection, as in Austria, 
nor the absolute illegality of Syndicates, as in France, had either 
stopped their formation or reduced their number.” 

Then some negotiations began in 1911, contiiiued in 1912, 
whereby the Government as a coal producer v as to be more 
closely concerned in this Syndicate. When internal dissensions 
were threatening the existence' of the JCartel, the Secretary of 
State announced that the continuance of the Syndicate was desir- 
able, in order to prevent a great market disturbance, and that the 
Government was ready to come in as a member on conditions ^ 
perhaps as in the Potassium Syndicate, perhaps as a participant 
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if the Saar mines were included. We find that in 191J public 
opinion prevented the fiscal mines from joining the Syndicate, 
merely in order' io get a higher price and a larger revenue. But 
a price agreement was reached, by which’ all Government produc- 
tion in Westphalia and the Ehine provinces was to be sold by 
the Syndicate, the Government thus getting a rise of one mark 
per tdn for industrial coal. It is not to be assumed from this 
that coal prices at the fiscal mines had always been lower tha,n 
those of the Syndicate. We find that in some years, e.g,, 1906-7, 
they were higher, and little was being done by public production 
to counteract the!* regime of high prices, spite of appeals to the 
Government ^and cheap sales abroad . It was not till 1.909 that 
the fiscal mines led the way in reduction, and t|je Kartel followed 
suit. The Chamber of Commerce of the Saar distridt reports in 
one place on the grievance! of the district against the fiscal 
mines. Public production was not in itself a solution of the 
jfroblem of either the level or the steadiness of price ; but nothing 
can be inferred from this regarding nationalisation as a policy, 
since public ownership in Germany is partial, and not free of 
competitive problems. The action of the Government in other 
ways as regards Syndicates is somewhat compromised in view of 
its own interests as a producer. 

Another power lay in the hands of the Government as o«wner 
of the railways. It has always been ready to grant special import 
duty rates on goods — such as ship plates — wdiich were thought to 
be of. national importance, if thei’e seemed to be danger of 
monopoly at home. And in the coal famine of 1907-8 it decided 
to remove the special low export rates for coal and also reduce the 
rates for imported coal, thu^ striking in tw^o ways at dearness 
at home. The position is peculiar, in view of the Government’s 
own mining interests, and the high prices it*Was charging. The 
rate on import had been of great use to the Syndicates, giving 
them some of their “undisputed’* areas. But we find that in 
191Q the special import rate was abolished, and the old rates 
restored in view of British competition. 

Still another and very drastic method of regulation was adopted 
by the enactment in 1905 of the Gamp Law. No new permissions for 
prospecting of coal or alkali were to be given for two years till a new 
mining law was prepared. The old mining prerogative of the Crown 
had been abolished in 1865 , and free mining rights given to all in 
order to develop the industry. But the idea in 1865 was a free com- 
petition of mine-owners. Combination abolished this prospect, and 
the combines in coal, metal, and salts bad also, in view of the 
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expens^ ol boring operations, a monopoly of prospecting. The 
great combined concerns obtained claims and held them against 
the future,^ with no intention of immediate \^orking. Judicial 
decisions had so extended the Act of 1865 that a prospector could 
secure claims up to 25 maximal fields, or 5,750 hectares, in one 
district. It was necessary to show only 'that there was no prior 
claim ^ and that the materials existed in sufficient quantity to 
warrant mining. 

The new law’ secures for the Treasury what is left of coal 
and alkali fields, and reintroduces the old prerogative of the 
Crown. It was hoped that the Government ?vould thus be able 
to extend working and keep^ down prices. In lOOX, under this 
law, the State had secured for itself 250 maximal fields, after 
its failure wdth ihe Hibernia. Af the beginning of 1908 it^ got 
power to raise a loan of 2f millidii (sterling) for the sinking of 
shafts in the Westphalia district. By the end of 1910 it had 
fully acquired these 250 fields, 5so that its holding was first ^n 
extent in the lower Rhine provinces. But it is impossible to say 
what is the quantity and quality of the coal, as only a few shafts 
are working. And it is a question if the Government will really 
w^ork the district or only hold the arenas in reserve. ' 

I cannot find that a Syndicate problem of this nature exists 
in other industries in (lermany, nor is there any mention of the 
Syndicates in our Austriau Consular Ke|x>rcs. It is in the coal, 
iron, and steel industries of Germany that tliis type of organisa- 
tion is w^orking out its problem. 


1). H. !\f\COREU()U 



THE INDUSTEIAL CREDIT SYSTEM* AND IMPRISON- 
MENT FOR DEBT. 


• • 

It is noi f asy to say whether tlje working man more or 
less on credit than formerly. On the one hand the County Court 
Anjftijal Ketums have been allowing for the last five ^ears a con- 
tinuous decrease in the* numbed of cases. In Birmingham last year 
we issued 16,000 fewer summonses than in 1905, and here certainly, 
aSiid elsewhere probably, this de(!rease*s attributable entirely to the 
smaller number of summonses issued against the working classes. 
But whilst it IS certain that maay working men now buy for cash 
what they used to buy on credit, it is also true that improved 
methods of 8*tatus investigation have enabled creditors, especially 
in the drapery trades, to collect more accounts without recourse 
to the Court ; and most of the large local credit traders report an 
increase in the number of their transactions. On the whole, how- 
ever, taking account of the large increase in the industrial popula- 
tion, of which Birmingham is the centre, I believe that here, at 
least, the credit system is declining. This is probably also the 
cas^ elsewhere, as in most industrial centres co-operation is 
further developed and large. cash emporiums better patronised. 
At the same time, here at least I have little doubt that 70 per 
cent, to 80 per cent, of the working-class ftimilies still supply 
their requirements on credit. 

As regards the first item in a working-man’s expenditure, viz., 
grooery, there is no doubt that he pays cash far more than 
he did ten years ago. There are now 200 multiple grocers' 
shops in Birmingham which deal for cash only, besides co-opera- 
tive societies aggregating 27,000 members. The small credit grocer 
is getting squeezed out, and the credit customer deals generally 
with the huckster's shops — of which there are some 4,600 in 
Birmingham. They form a favourite investment with the 
working man, who is induced to lay out his savings in the purchase 
oi such a business on the representation that it is a little gold-mine, 
which can be easily worked by his wife. Of,course, some succeed ; 
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I am Qpnfident, however, that in the great majority of cases they 
prove a bitter disappointment to the purchaser. Being without 
capital, he drifts into the hands of one wholesale grocer to whom 
he always owes £15 of £ 20 , a far larger sum than he can pay, 
the grocer thus securing the custom and preventing any disputes 
as to prices. The persons supplied ar^ a sljifting population, 
and though nominally the account is a weekly one, no “proper 
pheck is kept upon the amount of credit given so long as a small 
weekly payment is made, and frequently after a few months the 
business is sold by an agent, if a purchaser can be found, or, other- 
wise, closed. As the people are mostly too ’ ignorant of* legal 
procedure to know how to gpt in their book debts, the purc^iase 
and collection of such debts has become a regular, trade, the 
price paid Varying from 25 per cent, to 40 per cent, of their ^ace 
value. " 

The next weekly item is coal. This is sold fn hundred- 
weights from bag wagons which go round the streets, and W 
small coal -yards, which provide the loan of a wheelbarrow to 
enable the purchaser to convej^ it to his house. This trade is 
in the hands of small people who deal mostly for cash, but to 
some slight extent for credit also. Some of the c5al merchants 
also supply loads of about a ton on the weekly-payment system, 
one-Birmingham firm dealing annually with about 9,000 customers 
on these lines. Of these, •about two-thirds pay their instalment 
regularly, whilst of the remainder, 1,000 are worth suing, whilst 
the accounts of the rest havef to be written off as irrecoverable for 
various reasons. 

The bulk of the credit trade with working men is done in 
wearing apparel and household requisites. This class of trade was 
first developed by the Scotch draper, who created a round — that is, 
worked up a trade ‘among the residents in a particular district on 
whom he called weekly with a stock of goods. There w’as a 
good deal of this trade here some years ago. I believe the 
articles supplied are usually good in quality, but from tinje to 
time I have heard a great deal from defendants about the 
difficulty of getting rid of the man without making some purchase, 
which in many cases caused a woman to allow him to leave an 
article she did not want. To-day, as far as Birmingham is con- 
cerned, it is not nearly so flourishing, though its continued popu- 
larity in some parts of the country is sufficiently evidenced by the 
fact that the book 4iebts in some of such rounds in Yorkshire 
have recently realised by auction the surprising price of 32«.,in 
the £. The place formerly occupied here by the Scotc^ draper 
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is now principally filled by large trading companies. Most of 
these deal in all|articles of clothing and household requisites, 
frequently, in addition, having side-lines of jewellery f &c. The 
method is to appoint agents, sometimes people working in fac- 
tories, sometimes women without other occupation, sometimes 
insurance canvassars. I^he agent’s duty is to get in 4ouch with 
prospective customers, and issue to such as he may think likely 
to pay, a check for 205. or 305. A large stock is kept at the. 
shop, and the customer calls there and selects the articles he 
requires to the amount of the check. Subsequently, the agent 
calls ^£Pt the customer’s house for th^ weekly instalments, which 
vary from ,3d- to l5. in the £. ♦Other firms have Ho shop, 
but distribute small stocl^ an^d catalogues amcypg their agents. 
Withiiq the last few years a new method of trading has been 
devised by accompany that carries no stock and supplies nothing, 
but issues checks for 205. and multiples thereof, which entitle 
tha holder to obtain goods from* any one of many large shops, 
the advantage held out being that of buying in the cheapest 
market after comparing the prices of different firms. Many 
thousands of these checks are handed out in Birmingham every 
year. One shilling is charged for the check, and the amount is 
collected by weekly instalments of l5. in the £. The large firms 
limit the credit given to each individual to 405., except in spec?ral 
cases, whereas formerly it was no uncoifimon thing for the Scotch 
draper to allow an unskilled labourer to run up an account of £10 
or £12.* I hear very much less also df goods being pressed upon 
people who do not want them. It has been realised that it is 
not ^ood business to cultivate a class of customer who resents 
the methods by which he is induced to buy, and allows his feelings 
on this subject to overcome any moral sense of obligation to pay 
his debts that he may originally have had. 

Some investigation is also made into the status of the customer. 
A black list is kept not only of individuals, but in some cases of 
streets, in which experience shows that a credit trade cannot be 
profitably conducted. In spite of all their efforts these firms are of 
course victimised to some extent. I heard only lately of a case 
where a woman had succeeded in obtaining goods from the same 
firm under no fewer than thirty -nine different names. There is 
another risk they necessarily have to lun. The orders are usually 
taken from the wife as the presumed agent of the husband. 
Occasionally, however, her authority is subsequently questioned 
by the latter on the ground either that the goods were pawned, or 
never used in his house, or that he supplied her with a sufficient 
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weekly allowance, and forbade her to pledge his credit.^ In such 
cases, even if judgment has been already obtained, a new trial is 
always granted to a man who applies as soon as the facts come to 
his knowledge, and I should think I have, as JRegistrar, to decide 
every week at least one case involving this question. If, as fre- 
quently happens, the husband is held not to bq liable, the creditor 
is left without remedy. He could, of course, sue the wife, but, 
inasmuch' as by a ridiculous legal fiction any contract made by her 
is not personal, but on behalf of some non-existent entity known 
as her separate estate , he cannot utilise the Debtors Act to enforce 
his judgment. ' ^ ^ 

In addition to the large firms there are, of course*, the ordinary 
small draper with a shop, the small boot dealer, who, as a rule, 
has no ^hop, and the small tailor who carries on buciness 
with merely a pattern book, and 'who, having obtained an order, 
sends on his customer to a large house to be measured and have 
his suit made. There is ‘'also a large trade done by women' in 
second-hand clothing, in which, how'ever, as a rule the dealings 
are for cash. 

I have found it very difficult to get any information as to 
the furniture trade. Tvro or three of the large general merchants 
and many smaller firms have taken it up and are doing annually 
fr'^m 3,000 to 4,000 transactions each, the instalments being 3d. 
in the £ per week. It seems, however, to be admitted that the 
bulk of this trade is in the hands of large London firms who 
open shops in the various provincial centres under different titles. 
You may see one firm’s walking advertisement with the legend, 
“You marry, w’e do the rest,” an invitation which setfins to 
be readily accepted. All agree, that the hire-purchase system 
continues to spread. Not only furniture, but also pianos, gramo- 
phones, sewing-riiachines and bicycles are sold on this system. 

There are two other trades which are perhaps worth mention- 
ing. One is the curious trade in personal jewellery, which is 
conducted in the public-house bars ; and the other the book-iselling 
trade. One would have thought that in these days of universal 
free libraries and 4Jd., 6d. and Is, editions of everything, there 
would not be much market among the working classes for ex- 
pensive books, but a ready trade appears to be done in “The 
Household Guide,” “The*^ People’s Physician,” “The Police 
Encyclopaedia,” “The History of England,” and a considerable 
number of other works published in four to twenty-five volumes 
at prices varying from 30^. to £5 5s,, payable about 85 . a month. 

I suppose there ds no greater public misconception abpuf any 
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trade than that of the money-lender. From |fche accounts appear- 
ing in the paper ffom time to time one would be led to suppose 
that the trade wa# entirely composed of Rapacious hat-pies, and, 
in fact, an Act of Parliament was passed in 1900 to protect the 
“unfoitunate and help^pes” borrower from their extortions., 
This A«t has proved almost entirely a dead letter, because of the 
views judges have taken as to what is “harsh and unconscionable,” 
40 per cent., 60 per cent., and even 100 per cent, interest* 
per annum have been held to be neither the one nor the 
other. It would probably be a surprise to them, and, indeed, 
to nK)8t people, to learn that the* working man can borrow 
small sums from professional monfey-lenders at rates* of in- 
terest which* vary from 10 per -cent, to 20 per cfent. pgr annum, 
withbttt any security except a^note of hand signed by himself 
and two sureties. For a loan of 50^. a promissory note for 
£*Z 15s, has to be signed, payaljle 1^, a week, and £5 and £10 
can be borrowed at the same rates. Other loan companies require 
a promissory note for the same sums, payable 2^. a week. The 
large money-lending companies irf Birmingham deal in the aggre- 
gate wdth about 10,000 transactions in the year in loans of £3 to 
£10, but the volume of business of this character has diminished in 
the last five years by about 20 per cent. In addition to these 
companies there are, of course, the usual number of “private 
gentlemen,” “w^ell-known tradesmen,” and “capitalists,” who lay 
themselves out to lend money to working men. Their terms 
are in most cases far heavier than those above mentioned, some- 
time^ £7 105. having to be repaid for a loan of £5. Below these, 
again, is the working man or woman who makes a trade of 
lending money to those workiilg in the same factory. They deal 
mostly in short loans, usually for a week, and t^e interest charged 
varies from Jd. to 2d. in the shilling for that period. The pro- 
portion of cases wdiere the ordinary trader has to issue process 
varies from 6 per cent, to 12 per cent, of his credit transactions, 
whilst in money-lending cases the proportion varies from 15 per 
cent, to 20 per cent. The defendant is summoned to appear on a 
certain dS^y^ and this summons can be, and in the case of the work- 
ing man usually is, served on some adult member of his family. 
On the day of hearing, any discrepancy in the account is adjusted, 
and an order for payment is made by monthly instalments, the 
amount of which is usually agreed between the parties either prior 
to or -at the hearing. If not, it is fixed by the registrar on such 
eviSeiiCe of the debtor’s means as he can get. Unfortunately, a 
defendant cannot see that his interest is to pay the largest instal- 
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ment che can afford, and thus get rid of one order altogether 
before he is called upon to pay others. He |.lways devotes his 
efforts to getting the instalments fixed at the lowest sum possible. 
The amount for whicli judgment is obtained is comparatively 
unimportant to him, and he frequently consents to judgment 
for a larger sum than he thinks he owes in consideration of the 
instalment being fixed at an extremely low figure. So long as 
cthe instalments are paid, no other steps can be taken under the 
judgment. On default the creditor has two remedies. He can 
either have the debtor’s goods seized, and, if necessary, sold by 
the Court to realise the fulh amount of his judgment, or proceed 
under the Debtors Act of 1869 in respect of the ‘unpaid instab 
ments. The firit process is by no means satisfactory as against 
a working man. Frequently it proves entirely abortive, as the 
goods turn out to be on hire or are claimed by some other member 
of the family, or are not of more value than the amount due 
for rent. It is also a wasteful one, as, if it becomes necessary 
to sell, a lot of furniture, which a man may have paid £20 to 
get together, may fail to realise ^more than £2 under such circum- 
stances. It breaks the spirit of the debtor by depriving him of his 
home, and is a real hardship where, as happens in far too many 
cases, his wife has kept all knowledge of the summons from him 
urftil he comes home and finds his goods seized. For these reasons 
the majority of creditors in working-class cases prefer to proceed 
under the Debtors Act in every Court where there is a possibility 
of obtaining a commitment ‘order. Section 5 of thia Act ’enables 
a judge to commit to prison for a term not exceeding six v^eeks, 
any judgment debtor on proof that he has or has had since the 
date of the judgment the means td pay the amount in respect of 
which he has made default, and has failed to do so. A creditor 
desiring to pursue this remedy must issue a judgment summons, 
which must be served personally on the debtor. This is heard by the 
judge, who, if satisfied with the evidence given before him as to the 
debtor’s means, makes an order committing him to prisoii, the 
order being invariably suspended so long as he pays the amount 
by a small monthly instalment^ usually considejably lower than 
that fixed by the registrar on the original hearing. 

At first sight there seems to be no very glaring injustice in 
ordering a term of imprisonment for a man who can pay, but will 
not; but, as is well known, an agitation for the repeal of the 
Act has been in progress for many years. In 1908 a Select Com- 
mittee was appointed to consider the subject, and they re^m- 
mended that no conlmitment orders should in future be made in 
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respect of money lent or goods supplied other than foi trade 
purposes or necessaries. In my view, these recommendations 
are both impracticable and unjust. As most tradesmen who cater 
for working-class requirements supply* both necessaries and 
luxuries, and as a particular article may be the one or the other 
according to the circumstances of the purchaser at^the moment, 
the idea oT dissecting such accounts months or years 4fter they 
are incurred into their component parts, and allocating a certain 
proportion of the instalments paid to each df such parts would 
be sufficiently impracticable, even if the parties attended in every 
casetSnd assisted ; but considering tjjat, unless there is some dis- 
pute, the acflW/1 debtor is rarely preset in Court, such a?', investi- 
gation would be wholly impossil;)le. The injustice ^f the proposition 
is atec; to my mind obvious enough. Admitting, as the import does, 
that until tjie majority* of worfeing men can be induced to save, 
credit is at times absolutely necessary for them, it is clear enough 
that the first necessary for a man who is out of work is money. 
It is better for him to borrow from a respectable money-lender 
than be reduced to pawning or Selling what he requires for daily 
use. Furthe^, working people frequently find money for their 
friends’ rent, and sureties have to pay loans when borrowers can- 
not or will not. Under the Committee’s proposals all these 
creditors are practically left without any redress. Personally I 
do not see any intermediate course between allowing the Act to 
remain in force and repealing Ft altogether, if we can afford to 
do so. ' In 4hi8 connection it is material to consider to what extent 
in this country legal pressure is necessary to obtain payment of 
debts about which there is no dispute. I sometimes hear the 
County Court referred to in* rather contemptuous terms as a 
mere debt-collecting machine, but the fact appears to be over- 
looked that this is the primary object of every Civil Court. 
Incidentally, such Courts decide whether a defendant’s reluct- 
ance to pay is founded on any reasonable grounds, but the pro- 
portion of cases where judicial assistance is required for the 
determination of this question is only 4 per cent, in the High 
Court and 2 per cent, in the .County Court. From the Civil 
Judicial Statistics for the last available year, 1911, may be 
gathered the extraordinary fact that proceedings were initiated 
in no fewer than l,lV4,000 cases ‘which never came before a 
judge at all. The overwhelming majority of these cases were 
undisputed debts which debtors were incapable of making the 
necessary effort to pay without legal pressure. In some the mere 
issue of process was sufficient to produce 4he necessary result ; 
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in others further steps had to be taken. It is, however, quite 
obvious that the efficiency of legal pressure dtepends upon the 
sanction behind it. At, present it rests, as above stated, on the 
double basis of execution and the Debtors Act. As the hire- 
purchase system increases among all classes of people, the former 
becomes every year a less effective remedy, arid one which has 
long ceased to have any terrors for an increasing portion of 
the population. Before we deprive ourselves of our only alterna- 
tive remedy by repealing the Debtors Act, it would be, perhaps, 
as well if we knew what we are going to pu<t in its place^ At 
present I have heard no suggestion on this point. ^ 

When all this has been' said, however, it is •admitted by 
all who a^e conversant with the working of the Act that 
there is a real grievance in its a^ministi^ation. It is thef fact 
that the number of persons actually imprisoned, though it has 
diminished steadily from 12,014 ip 1906 to 5,840 in 1912, is still 
largely in excess of what it ought to be, or w^ould be if the Act 
were properly and reasonably administered according to some 
recognised system universally ^ enforced. Some useful sug- 
gestions as to this were made by the Committee, but the results 
on the different circuits are as varying as ever. For many years 
special attention to this question has been given by the judges 
of tile Birmingham Court. ^The special methods adopted there in 
the administration of the Act so as to prevent people going to 
prison under it are, perhaps, of too technical a character to be of 
interest, but the result has been that the number of prisoners 
here has dropped from 810 in 1905 to 59 during the past y^ar, 
and of these only 15 served the full term, which on this circuit 
is twenty-one days for a man and eight days for a woman. The 
real test of the working of the Act is, of course, the proportion 
of persons against whom commitment orders are made w^ho have 
ultimately to serve the full term of imprisonment. This pro- 
portion in Birmingham, ‘3 per cent., is the smallest on any of the 
circuits embodying large industrial populations. In some of* the 
others, indeed, the percentage is more than ten times as great. If 
the same steps were adopted elsewhere, and with the same results, 
the number of full-time debtors throughout England would be 
reduced from 4,170 to 633. In that case the grievance against 
the Debtors Act would entirely disappear, and we should be 
within sight of what I believe to be the ideal in this respect, 
viz., a retention of the power of imprisonment for debt, while at 
the same time preventing debtors from going to prison. 

H. WniTELOcft, 

Ucgintrar of thr. Birmingftain County Court, 
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Dispersrb throughout all the lands of the earth, the Jews 
are found among the followers of nearly every occupation, but they 
shotv%a particular predilection and capacity for certain branches 
of economic activity which can be traced to definite factors. They 
are represented in the largest numbers in commercial pursuits 
and domestic industries, owing partly to historic influences and 
f)artly to religious requirements. From the downfall of Judaea 
in the first century until the be^nning of the nineteenth century 
the Jews, who had for centuries lived by tending their flocks and 
tilling their soil, were, with insignificant exceptions, strictly 
debarred from the land, which they could neither buy, rent, nor 
cultivate. They were thus early forced to choose between trailing 
and manual labour. Thanks to their dispersion in the various 
countries around the Mediterranean, and the feeling of racial 
solidarity that united them, they had exceptional facilities for 
engaging in international trade ; whilst the adoption of handi- 
crafts was fostered by the example of the Rabbis themselves, 
who made it a rule of life to (Jdmbine the study of the Torah with 
the pursuit of a secular calling.^ The legislation of the Middle 
Ages, which confined the Jews to special quarters, excluded them 
from the trade guilds, and allowed them to deal only in money 
and merchandise, inevitably forced the great majority into com- 
merce, in which, aided by wits sharpened by ages of Talmudical 
dialectics and by the very struggle for existence itself, they 
developed speciq^l capacities and.achieved considerable success. 

The influence of the relijgious factor in determining the choice 
of occupation is seen in its earliest and simplest form in the 
callings necessitated by the requirements of the community, 
namely, those of the baker, the butcher, and the dairyman, who 
had to provide bread, meat, and milk conforming with the strict 
regulations of the Jewish law, as well as those of the functionaries 

^ ^Ijahna, Pirhe Aboth^ ii. ; Graetjj, History of the Jews^ Vol. ii., p. 471. 
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attachei to the synagogue, the Eabbi, precentor, teacher, and 
beadle; but the effect of this influence upon the masses of the 
population did not show itself prominently until the latter half 
of the nineteenth century in their preferring domestic industries 
to factory labour, so as to be able to o|? serve the sanctity of 
Sabbaths and festivals undisturbed. The abolitibn of the Ghetto 
and the removal of mediaaval restrictions resulted in an appre- 
ciable diminution of the numbers devoted to commerce and an 
increase of those engaged in industries and handicrafts, whilst 
there was ^ also a gradual return to agriculture* both in the„ Old 
and the New World. The political emancipation of the Jews filso 
threw ojfen to them the liberal professions and * Government 
service, which ars- attracting an increasing proportion every year, 
particularly in Western Europe an^ the United States. At the 
present day, therefore, it may be said that the Jews*' are found 
in all the main departments, of thp economic world and in most 
of their subsidiary branches. 

The main sphere of economic activity in which Jews have been 
engaged is that of commerce in alf its forms, whether as wholesale 
or retail traders, bankers, or financiers, shippers of trans-oceanic 
trade or carriers of local wares, war contractors or dealers in old 
masters, founders of newspapers or organisers of international 
exhibitions. Professor Werner Sombart has recently written a 
portly and learned volume,^ in which he emphasises and illustrates 
the influence of the Jews upon the economic progress of modern 
nations, and describes how they quickened international and 
colonial trade, financed Governments, and developed and perfegted 
the commercial and financial instruments of modern economic 
life. He maintains that the centre df trade was transferred from 
the south to the north of Europe in the sixteenth and seventeenth 
centuries in consequence of the expulsion of the Jews from Spain 
and their migration into Holland, Germany, and England, but 
his proofs of this contention are inadequate, and it is more likely 
that the Jews simply developed and profited by the commercial 
opportunities which they already found in these lands. It is less 
disputable, however, that they held the biggest .portion of the 
Levantine trade in their hands from the sixteenth to the 
eighteenth century, and took a prominent , part in bringing the 
commodities of the Indies to fcurope ; that they established the 
importance of the Leipzig fairs and were the first to exploit the 

1 Die Jiulen und das Wirtschaftsleben (Duucker & Ilumblot, Leipzig, 1911).— An 
English translation, somewhat abbreviated, by Dr. M. lipstein, h;is been publialied 
under the title of “ The Jewrfand Modern Capitalism (Fisher Unwin, 1913^. 
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trade in precious metals ; that they had a considerable Share in 
founding the British colonial trade and in^ promoting the economic 
development of the American Commonwealth ; and that with the 
advance of the present capitalistic era they instituted the bill- 
exchange and stock-exchange and popularised the company share, 
the banknote, and other negotiable instruments 6f modern com- 
merce. The “industrial awakening of almost the whole interior 
of Cape Colony ” in the early thirties of the nineteenth centuiyy 
was due to Benjamin Markus and Simeoii Norden ; ' the wool 
and hide trades and the mohair industry in South Africa were 
established by the Mosenthal brothers, and the whale and fishing 
industry by the De Pass brothers; tToel Myers introduced ostrich 
farming, whilst the Albus, .Barnatos, and Ecksteins played a 
prfirajnent part in the development of the diamond and gold 
mines. One of the most romantic episodes in the colonisation 
of South Africa was the creation of,Nathanial Isaacs in 1828 as 
Chief of Natal by Tchaka, l^mg of the Zulus, who presented 
him with a great tract of the country extending 100 miles inland 
from the sea in return for his services in subduing a hostile tribe. 
In more recent times Jews have distinguished themselves by 
creating the department stores, particularly on the Continent and 
in America,® and by attaining a prominent position in the art- 
dealing world of Europe.® 

The success of the Jew in business has prompted various 
theories as to its origin. Professor Sombart has evolved the 
fanciful idea that the Jew owes his commercial aptitude to the 
influence of his religion, which he regards as dominated by 
rationalism ; but Dr. Ruppin and Dr, Zollschan ^ are nearer the 
truth in declaring that the Jew has no specific business capacity, 
but that his general intellectual equipment^ finds a fertile field 
of activity in a vocation demanding mobility and originality of 
thought and promptness of action, and that it is by virtue of the 
same mental qualities that he has distinguished himself in politics, 
laW, medicine, and chess-playing. The Jew is of a speculative 
and calculating turn of mind ; he is quick to comprehend, and he 
has enterprise,, initiative, and foresight ; he is a keen competitor, 
a hard bargainer, a capable organiser, and has known how to 
develop and utilise the art of advertisement : all attributes of 
supreme value in the commerci^ struggle. He is, moreover, 

^ Jewish Encyclopcedia, xi., p. 476. 

* Wertheim and Tietz in Germany ; Maoy and Roseawald in America. 

’ Duveen, London ; Seligmann, Paris ; Heilbronn, Berlin ; Hirsch, Vienna, to. 

< See Dr. Zollsohan’s criticism of Prof. Sombart’s ^eories in the preface to the 
3rd edition of Das RassenprobUm (Wm. BraumttUer, Vienna and Leipzig, 1912). 



44 THE ECONOMIC JOUBNAL [MABCH 

endowed with perseverance and readiness of resource ; he can adapt 
himself to the whims of fortune and quickly change from one line 
of business^ to another^ and even from one occupation to 
another, in the determination to advance. He has estab- 
lished a secure, if not everywhere prosperous, position in 
the business world, though he has a match not only in the Greeks 
and Armenians, who are bom traders, but also in the Americans 
and the Scotch. But although the Jew has acquired the reputation 
of being the personification of the commercial spirit, he is some- 
times quite shiftless and helpless, failing miserably in everything 
he undertakes as though pursued by some mocking sprite, and 
good-humburedly nicknamed by his brethren a Schlemiel. 

One half of the Jews in Germany and Italy are engaged in 
commerce, and in Austria and Kussia over two-fifths.^ To prpc^ed 
to detail, in Germany 50’35 per cent, of the Jews are engaged in 
commerce and transport as qompared with 13*41 per cent, of the 
general population ; but whilst they formed 10*5 per cent, of the 
entire commercial class in 1895, they are now only 7*9 per cent. 
In Italy 50*35 per cent, of the Jdws are engaged in business, as 
compared with only 8*32 per cent, of the general population. In 
Austria as a whole the percentages are 43*7 and 8‘3 respectively, 
while in Galicia, where there is a dearth of industries and the 
staple occupation is agriculture, the Jews practically monopolise 
trade, forming 91*2 per cent, of the dealers in merchandise in 
East Galicia, and 81 per cent, in West Galicia, 85*3 per cent, 
of the brokers and agents in East Galicia, and 66*3 po?* ceht. in 
West Galicia. The great majority of these, nevertheless, ^are 

^ Complete occupation statistics of the Jews are available for these four countries 
and to a limited extent for Roumania. The figjires given here are taken from the 
following sources, the years after the country being the date of the census : — (a) 
Germany (1907) : Die berv/lichen und sozialen Verhdltnisse der Juden in Deutsch- 
land, by Dr. J. Segall (Berlin, Max Schildberger, 1912); {b) Italy (1901): Zeit- 
schrift filr Demographic und Statistik der Juden, Jan., 1906 (Berlin) : (c) Austria 
(1900) : Die Juden in Oesterreich, by Dr. J. Thon (Berlin, 1908) ; (d) Russia (1897) ; 
Die sozialen Verhdltnisse der Juden in Bussland (Berlin, 1906) ; Bulletin of the 
Bureau of Labour, “ Economic Condition of the Jews in Russia,” by I. M. Rubinow 
(Washington, 1907), and Die WanderbeweguTigen der Juden, by W. W. Kaplun- 
Kogan (Bonn, Markus & Weber, 1913) ; (e) Roumania (1901-2, and 1904) : Die 
Juden in Bumdnien (Berlin, 1908). The original sources of the statistics for Russia 
are the Government Census of 1897 and the Investigation conducted by the Jewish 
Colonisation Association in 1898-9, published first in Russia (St. Petersburg, 1904) 
and afterwards in French under the title of Recueil de maUriaux sur la situation 
iconomique des IsraMites en Bussie d'apr^s VenqtiSte de la Jewish Colonisation 
Association (Paris, 1906). The only other country of which Jewish occupation 
statistics are extant is New South Wales {Hebrew Standard, Sydney, March 10, 
1906), but as they only concern a total employed population of 3,031 and were 
compiled in 1901 they cannot be regarded as of much significance for present-day 
conditions. 
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merely petty shopkeepers, pedlars, and hawkers, who canfscarcely 
keep body and soul together. In Eiissia 42*62 per cent, of the 
Jews are engaged in commerce and transport (38*64 in commerce 
alone), as compared with only 2*7 per cefit. of the general popula- 
tion , but it must be remembered that EuSsia is predominantly 
an agrarian country, Ind that the Jews, with the" exceptions to 
be noted later, are barred from the soil. They form one-third 
of the entire mercantile class in the Eussian Emj^ire, and g,s 
much as four-fifths in the Pale of Settlement alone. Nearly 
one-half of the Jewish merchants in Eussia trade in agricultural 
produce, constituting over 90 per- cent, of the grain-dealers in 
the Empire, and practically monopolising the corn trade in the 
Pale and along the Black Sga ; but they are ^Iso represented in 
manj other branches of commerce, particularly clothfng, textiles, 
and timber. In Eoifmania Che Jews form a fifth of the entire 
commercial class, while the proportion rises in some departments 
of the country to a half and^even^three-fourths, the maximum 
being reached in Jassy and Botosani. They entirely monopolise 
the petroleum trade and forn^ the bulk of the dealers in iron 
goods (92 per cent.), cotton goods (88 per cent.), flour, timber, 
and fur. Most of the native Jews in England and America are 
also engaged in commerce, those in the latter country largely 
controlling the trade in corn, tobacco, and cotton, whilst the 
East European immigrants in these cbuntries provide a contingent 
of shopkeepers, hawkers, and pedlars. 

The participation of Jews in finance is relatively not so great 
or important at the present day as it was until the middle of the 
nineteenth century. The refusal of the mediaeval Church to allow 
its followers to deal in money, as something taboo, gave the Jews 
a monopoly in which they were able to specialise, and they thus 
acquired considerable skill and success in ’financial operations. 
The outstanding episode in the history of Jewish finance, as, 
indeed, in the annals of modern finance in general, is the un- 
pafalleled rise of the firm of Eothschild, which, starting from 
modest foundations in Frankfort in 1760, raised loans for almost 
every country of importance during the next hundred years, and 
is estimated to have contracted for or participated in loans to 
the huge total of £1,300,000,000 up to 1904 ! ^ Among the most 
important transactions carried odt by the Eothschilds were the 
transmission of £18,000,000 sterling from England to the Con- 
tinent for payment to the anti-Napoleonic Allies, the raising 
of a loan of £15,000,000 for the English Government in 1866, 

^ Financial TimeSp Feb. 13,* 1913. 
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the arrangement with Bleichroeder for the payment to Germany 
of the French indemnity of five milliard francs after the Franco- 
Prussian War, and the advance of £4,080,000 to the English 
Government in 1875 foi* the purchase of 176,600 Suez Canal 
shares.^ One of the most important factors that contributed to 
the success of the Rothschild house was its establishment of 
branches in London, Paris, Vienna, and Naples, each headed by 
a^brother, Which enabled it to undertake operations of an inter- 
national character ; but the branch at Naples was discontinued in 
1861 , and the ancestral house at Frankfort was closed forty years 
later. The Rothschild firm, Jiowever, was not the only Jewish 
house that undertook State ai^d municipal loans in tfib early half 
of the nineteenth^ century : it had ^any serious competitors in 
the Pereires, Lazards, Speyers, Sterns, Seligmanns,^, and 
Bischoffsheims, who also adopted the Rothi^child systeip of estab- 
lishing local branches in European capitals, each under the charge 
of a brother. But the movement that spread throughout Western 
Europe in the fifties of last century for the formation of credit 
banks and the growing practice Of Governments to throw open 
the subscription of loans to the general public combined to break 
down the Jewish monopoly of international finance, which may 
be said to have largely passed away by 1900.^ Jewish financiers 
invested considerably in the construction of railways in the latter 
half of the nineteenth century, notably the Pereires in North 
France, the Bischoffsheims in Belgium, the Bleichroeders in 
Germany, Baron de Hirsch in Turkey, and Messrs. Kphn, Loeb 
and Co. (Mr. Jacob H. Schiff) in the United States, and it was 
to a Jew by birth, Sir Ernest Cassel, that the financing of 'the 
Nile Dam was due. In Russia, too, the influence of Jewish finance 
showed itself in the establishment of commercial banks by Barons 
Joseph and Horacd de Giinzburg and Leon Rosenthal, of 
St. Petersburg, and by Baron Kronenberg and I wan Blioch, of 
Warsaw; whilst farther east the Sassoons, “the Rothschilds of 
the East,” have created a network of banks from Bagdad to 
Shanghai. At present the movement of precious metals through- 
out the world is mainly directed bj Jewish bankers, who largely 
determine the rate of exchange between one country and another ; 
but there is absolutely no ground for the allegation, often made 
by anti-Semitic scribes, that the Jewish financiers of different 
countries are in alliance and use their combined resources for 
particular operations. . On the contrary, the competition between 
Jewish houses is just as keen as between other firms. If there 

^ Jewish Encychpmdiuy Xfy art. ** Rothgchild." Ibid., F., art. “Fiuatice.*' 
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is any ^licy at all, apart from purely business considerati^s, by 
which self-respecting Jewish financiers are guided, it is the absten- 
tion from raising loans for the Kussian Government ^ a protest 
against its inhuman treatment of their brethren. There is, more- 
over, a notable decline in the proportion of Jews engaged in 
finance. In Germany 4hey formed 13'8 per cent, of the eiitire 
class engaged ’n ^nancial pursuits in 1895, but this percentage 
sank to 7'9 by 1907 owing to the private banks being replaced 
by big joint stock banks capable of supplying the credit needed 
for Germany’s industrial and commercial development.^ In Italy 
only 3'83 per cent.*, and in Eussia 015 per cent, of the Jewish 
population fcjllowed a financial calliif|;-. The number of Jews on 
the Stock Exdhange is not as large as is popularly supposed. In 
London there are estimated 'to be 330 Jewish am5ng 5,100 
members of the Stock Exchange, that is, over 6 per cent.* ; whilst 
in New York the percentage is probably nearly twice as high. 

A significant tendency of inoderti times is the increasing 
number of Jews engaged in industrial pursuits, whether as manu- 
facturers or mechanics. In Gernjany 2187 per cent, of the Jews 
were engaged in industry in 1907, as compared with 19’30 in 
1895 ; in Austria the percentage is 26’4, and in Eussia as high 
as 34'63, whilst in Italy it is as low as 8’68. In Germany the 
principal industries in which they are engaged are those of 
machinery, metals, building, paper,, timber, and especially 
chemicals and textiles. In Austria the bulk of Jewish manufac- 
turers and artisans are concentrated, in Galicia, in the east of 
which they^orm from 52 to 56 per cent, of those engaged in the 
metai, chemical, food, leather, and paper industries', and 41 per 
cent, of the clothing industry. Particularly noteworthy is the 
mining colony in Boryslav— exemplars of Jewish pluck.* In 
Eoumania, despite the special laws aiming at the restriction of 
Jewish enterprise, they form 19‘5 per cent, of all the manufac- 
turers and only 5'3 per cent, of the factory employees, whilst they 
account for 52‘8 per cent, of the glass, 32'4 per cent, of the 
furniture, and 39T per cent, of the clothing manufacturers.* One 
of the most remarkable features of Jewish labour, not only on 
the Continent, but also in Englafid and America, is the compara- 
tively large proportion occupied in the clothing industry. Of 
40,000 Jewish artisans- in Germany, distributed in twenty-two 


^ Segall, Die beruflichen und soeialen Verhdltnisse der Juden in Deutschland^ 
p. 83. 

Mr. Percy M. Gastello, in the Jewish Chronicle^ June 17, 1910. 

^ IHe WcU^ Juno 20, 1913. * Die Juden in JRumdniev^ p. 80. 
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different occupations, over one- third are engaged in this industry,^ 
whilst in Eoumania it claims over three-fifths. In Eussia over 
one-seventh of the entire Jewish population is either engaged in 
or dependent upon the clothing industry (including hats, boots, 
and gloves, as well as clothes). 

To those who have hitherto regarded the Jews in Eussia as 
wholly or mainly absorbed in exchange, it will come as a revelation 
to learn that nearly two-fifths are occupied in manufacturing and 
‘mechanical pursuits, in which less than a sixth (15’4 per cent.) 
of the general population is represented. Although the Jews 
form little more than 4 per cent, of the population of Eussia, 
they constitute 10 5 per cent, of the entire industrial class in the 
Empire, and as much as a "third in the Pale of Settlement. In 
the north-western provinces, LithTuani^i and White Eussia, indus- 
trial occupations even claim a greater proportion of Jews than 
commerce : in Lithuania there are 44'2 per cent. <n industries 
and only 23'8 per cent, in commerce, whilst in White Eussia 
there are 42’2 and 27'4 per cent, respectively.^ It is in these 
provinces that the congestion i^ greatest, the economic conditions 
lowest, and the labour movement strongest. In the Pale, accord- 
ing to the latest statistics, the Jews owmed 37'8 per cent, of the 
factories (2,933 out of 7,750), and formed 27 per cent, of the 
employees (63,509 out of 235,203), but the value of the products 
manufactured in Jewish fectories was only 22 ’5 per cent, of the 
total value of the manufactures.* The reason for this is that the 
average Jewish manufacturer has a smaller capital than his non- 
Jewish competitor, his factory is a smaller establishment and 
seldom equipped with the best machinery, and the cost of .main- 
tenance is relatively larger, as he is by law confined to the town, 
whilst his non- Jewish competitor* can build his factory in the 
country, where rent and labour are cheaper. The industries in 
which Jewish manufacturers are engaged present a wide variety : 
textiles (80 per cent, of the total), timber, tobacco (75 per cent.), 
hides, soap (87 per cent.), brick, tiles, flour-mill products, 
creameries, breweries, and mineral waters. In Poland there are 
305 Jewish factories of textile goods, of which 155 are in Lodz, 
employing about 13,000 men ; B,nd in Bialystok and its suburbs 
there are 299 Jewish factories out of a total of 372. The total 
number of Jewish factory \^orkers in the entire Pale is probably 
between 100,000 and 150,000, and the conditions of most of them 

> Segall, Die Verh&Unisse der Juden in Deutschland, p. 44. 

> Rubinow, Economic Conditions of the Jews in Russia, p. 602. 

• Rubinow, ibid., p. 687. 
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are distressing. They are confined to the towns, they cannot 
work on the Sabbath, they have a higher standard of life than 
the Kiissian operative, who has been brofight up in the country 
and can generally fall back upon a little farm in bad times, and 
they have a difficalty ia getting employment, not only in non- 
Jewish works, which are often controlled by anti-Semitic 
managers, but also in tie wish works, as they are apt to look upon^ 
their employer as their equal and know how to protect their 
interests by organisation. 

The conditions df the artisans are scarcely better. There are 
over half a imllion, who, with their /j^milies, form a thind of the 
Jewish population in Kussia. Although permitted |o live in certain 
parts^ outside the Pale, the conditions governing their ^residence 
are so t)urdensome and .harassiBg that the great majority remain 
perforce in fiieir native towns, where they work mostly at home 
in insanitary conditions and for* an overcrowded market. Over 
38 per cent, are engaged in the production of clothing and other 
wearing apparel, 17 per cent, in lefbther wares (boots, gloves, etc.), 
11 per cent, in food products, nearly 10 per cent, in furniture, 
9 per cent, in* metals, 6 per cent, in bricks and tiles, and the 
rest in the textile, paper, stationery, and chemical industries. 
Unskilled labour is generally avoided by Jews : it claims only 
2 per cent, of the total Jewish population in Kussia. In the 
Pale there are over 100,000 Jews employed in unskilled labour, 
mostly as dock-labourers (especially in South Kussia), carriers, 
teamsters, cabmen, farm-labourers, diggers and stone-breakers, 
lumbermen, raftsmen, ragpickers, and water-carriers. This at 
least proves that Jews, if needs be, can undertake the hardest 
form of physical labour. They are also found as dock-labourers 
at Salonica, Beyrout, and other Levantine ports. On the other 
hand, they are apt to look down upon employment as domestic 
servants or waiters as servile callings that suppress personal 
individuality. 

One of the most striking features of Jewish industry in Kussia 
is the large proportion of female labour. Women form 21*26 per 
cent, of the Jewish wage-earning fjlass in Kussia, and account for 
15*3 per cent, of the artisans. In the north-west provinces women 
and girls form a third of the Jewish artisans, and over 80 per cent, 
are employed as dressmakers, seamstresses, milliners, stocking- 
knitters, and cigarette-makers. Female and child labour is also 
largely employed in factories, ranging from 20*2 per cent, in 
South Russia to 37*4 per cent, in Poland ain^ 42*4 per cent, in 
the north-west provinces ; and it is found in many industries of 
No. 93— VOL. XXIV.* E 
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a dangerous kind, such as the manufacture of bricks and of 
matches, ^^he packing of matches being done mostly at home. In 
Germany, also, it ma>f be added, women form 21*97 per cent, of 
the entire Jewish working population, but they are engaged more 
in business and professions than in factories and domestic service. 
The. percentage of Jewesses in employment in that country rose 
from 21*97 in 1875 to 30 in 1907.^ 

The emigrants ‘■from Eastern Europe who have settled in such 
large numbers in America and England during the last thirty years 
have brought with them the industries in which they were engaged 
at home, namely tailoring, §lioe-making, cabinet-making, cigarette- 
making, cap-making, and furriery^ though they are also represented 
in all other trades. It is mainly due to them that these indystries 
have become of increasing importance in these countries : they 
monopolise the clothing trade in the United States and largely 
dominate it in England. *In Nftw York there are over 2,000 firms 
employing about 80,000 men and women in the designing and 
making of clothes. The leading industry of the city and state of 
New York is the manufacture of women’s clothing, which had 
a production in 1909 of 272,518,000 dollars, and* 75 per cent, of 
the development of which has taken place during the last fifteen 
years. All the firms and employees engaged in this industry, 
with insignificant exceptions, are Jews.^ Almost 53 per cent, 
of the male Eusso-Jewish workers and 77 per cent, of the female 
workers in New York are employed in tailoring, dressmaking, and* 
cognate trades.^ In England one-third of the Kussfan and Polish 
Jews are estimated to be in this branch of industry, and to them 
is entirely due the introduction of the ladies’ jacket and mantle 
trade. ^ The centres of the tailoring trade are London, Man- 
chester, Leeds, whilst the Manchester waterproof garment in- 
dustry is also in Jewish hands. The influx of Jewish immigrants 
into the English labour market gave rise in recent years to the 
complaint that they lowered the rate of wages and took the 
bread out of the mouth of the native workmen, but the investiga- 
tions that have been made into the question have shown the charge 
to be groundless. When the*immigrant first* arrives in London 
he may submit to sweating conditions rather than beg or starve, 
but he very soon asserts his position and obtains a normal wage. 
Moreover, as the Jew has created his own industries, there is 

^ RegaU, Die Verhdltnisse dev JucUn in Deutschland^ p. 78. 

® Jewish hnmigratim Bulletin, Nov.-Dee., 1912, New York. 

* The Immigrant Jew in America-, p. 112. ? 

^ The Jew in Lon£m, hy 0. Rusaell and H. S. Lewis (Fisher Ijawin, 1901), 
p. 78. 
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practically no competition with the Gentile workman in the labour 
market, Jew and Gentile working, as Mr. Sidney Wefcb has put 
it, “in water-tight compartments.” A similar charge of under- 
cutting the rate of \yages has been made in America, but the 
Immigration Commissicm, after a study of the earnings of more 
than half a million employees in mines and manufactures, has 
discovered no evidence that immigrants have been hirfed for less, 
than the prevailing rate of wages. On the contrary, Dr. Hourwich 
has recently shown that the average wage is higher in those parts 
of the United States where there is a^larger percentage of foreign- 
born workmen, that there has been^a gradual reductiom of the 
wording day during the past decade in the stal^ most affected, 
New^ York, and that the proportion of children employed in 
factoridfe is greatest in 4he staies where there is practically no 
immigrant population.^ The immigrant is constantly spurred 
on^ to improve his position and *to become his own master, not 
only because he brings his wife and children to join him at the 
earliest opportunity, but because ihe has a higher standard of life 
than the native workman. He must provide for the proper celebra- 
tion of Sabbafhs and festivals and for the Hebrew education of 
his children, and he subscribes to a synagogue and benefit society. 
The trade union movement has so far not found much hold among 
the Jewish immigrants, partly owing •to the shifting character 
of their class, partly owing to their irrepressible ambition to rise 
from the ranks of the toilers, and partly owing to their lack of 
the sense of disciplined organisation ; ^ but strikes for the improve- 
ment t)f employment conditions are no infrequent phenomenon 
among the garment-makers in New York and the bakers in 
London. 

The return of the Jews to the land during the nineteenth 
century affords a refutation of the oft-recurring charge that, 
having been cut off from the soil and urbanised for so many 
centuries, they cannot adapt themselves to rural pursuits. There 
are now about 400,000 Jewish souls living by farming and forestry 
in the Old and in the New World, and the number is increasing 
every year. The return to the land began in Kussia in 1804, when 
Alexander I. passed a law permitting the settlement and purchase 
of land by Jews in Ne\v and Southern Eussia, and presented 
them with 80,000 acres in the province of Kherson as a nucleus 
for agricultural settlements. He also granted them exemption 

^ I. A. Hourwich, Immigration and Lahmvr (Pufcnam). 

^ The Jewish Year Booh (1913, p. 78) enumerates only etght Jewish trade unions 
in London, four belonging to the clothing industry. 
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from military service to induce them to go upon the land, and 
by 1810 peveral Jewish colonies were established, comprising 
1,700 families, in Khe£wn. Under the regime of his successor, 
Nicholas I., furUier colonies were established by private benevo- 
lence in the provinces of Kherson and Ekatefinoslav, and their 
number rose to 371 in 1865, when the Government repented 'of 
its good will and prohibited the creation of fresh Jewish colonies. 
In the ’seventies the Government took nearly 90,000 acres away 
from the Jewish colonies in the provinces of Volhynia, KiefiF, 
Podolia, and Tchernigoff, and in 1882 the ^famous May Laws 
forbade^, Jews to buy or r^nt land in rural areas in the fifteen 
provinces of \V’est Eussia, a prohibition that was -extended to 
Poland in 1891. Since then the position of the Jewish farmer 
in Eussia has become rather precarious, and it would be fhenaced 
with utter decay if it were not for the material and financial 
assistance rendered by the^Jewi^ Colonisation Association, which 
also maintains a staff of travelling agriculturists and five agricul- 
tural schools. According to tli^ statistics of 1898 there v/ere 296 
Jewish colonies (apart from those in Poland), comprising 305,407 
acres. ^ The number of Jews in Eussia indepenclently engaged 
in agriculture is 40,000, so that the entire number, including 
dependents, who live by it is close upon 200,000. This forms 
only 3*81 per cent, of the Jewish j)opiilation of the country, whilst 
60’ 5 per cent, of the general population is devoted to agriculture. 
The average estate of the Jewish farmer is only 23J .acres in c 
extent, which is quite inadequate for a comfortable existence. 
In addition to the colonies there is also a great amount ctf inde- 
pendent farming by Jews, the entire area owned or rented by 
them in the Eussian Empire being 6,422,684 acres, over two- 
thirds of which are in the Pale.^ 

In Austria the percentage of the Jewish population engaged 
in agriculture is 11*4, three times as high as that in Eussia, 
compared with 54*4 among the Christian population. The entire 
number of Jews dependent on agriculture and forestry is 139,810, 
the great bulk of whom are in Galicia and the Bukovina, where 
17*7 per cent, of the Jewish population lives by agriculture, the 
highest percentage in any country.® But there is no real Jewish 
peasantry in Austria, as a considerable proportion of the agricul- 
turists are merely landowners who do not themselves cultivate the 
soil, though a great number of Jewish farm-labourers are met 
with in Galicia. The amount of Jewish agriculture in other parts 

^ Kublnow, locommic CotidiHon of the Jews in Umsia, p. 508. « 

8 Ibid,, p. 617. ^ Thon, Die Juden in Oesterrcich^ p. 112, 
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of Europe is almost insignificant. In Germany, according* to the 
census of 1907, there were 3,746 Jews engaged in farming, 
forestry, hunting, and fishing, forming 1*30 per cent, of the 
Jewish population, a decline from 1*41 per cent, in 1895.^ In 
Italy only 0*31 per cent^. of the Jews are engaged in agriculture, 
whilst in lioumaifia, where they are forbidden to own land, and 
in Hungary, where there is no such prohibition, there ar^ a great 
number of Jewish tenant farmers who cultivate the estates of* 
Christian landowners. 

The most notable advance in Jewish agriculture during the 
last thirty years has taken place in i^merica and Palestine, partly 
owing to the persecutions in Russia find partly to the revival of 
the national* idea. The pogroyns of 1881 causefl an emigration 
en from Russia, and both in that and other countries the 

cry arose th«,t the J ews could find the only final relief from their 
sufferings by resettling upon the |oil of i>he Holy Land. The great 
biiik of the emigrants, however, wended their way not to the 
ancient, but to the modern ‘Mand of promise,” and unsuccessful 
attempts to found agricultural colonies were made in the United 
States and Carfiada in the early ’eighties. The real history of 
Jewish agriculture in the New World began in 1891, when Baron 
de Hirsch, moved by a fresh eruption of massacre in Russia, 
resolved to devote his fortune to the ^relief of his brethren by 
transplanting them to America and settling them upon the land. 
He founded the Jewish Colonisation Association as an English 
company wi4h a capital of £2,000,000* which was increased upon 
his d^ath by a further £9,000,000. The Association devoted itself 
in the first place to the settlement of Russian Jews in the Argen- 
tine, but the unfitness of most of the emigrants for agricultural 
life proved a hindrance to the early success of its efforts. After 
twenty-two years of activity it has established eight colonies in 
the Argentine, comprising at present only 3,619 families with 
20,038 souls, of whom 4,477 are non-colonists — a result that, 
compared with i;he enormous sums expended on the enterprise, 
can hardly be regarded as satisfactory. The total area covered 
by the colonies i^ 1,250,000 acres, of which 462,873 acres are 
under cultivation. The colonists appear on the whole to have 
reached a sound positipn, as in 1910 they paid back 538,429 
dollars to the Colonisation Association. The latter body also 
started colonising in Brazil in 1904, and possesses there 240,000 
acres, of which 100,000 are covered with timber, but the Jewish 
farming population so far numbers only 300 souls. 

^ Segall, Die Verhdltnisse der Juden iw Deutschland^ pp. 80 and 58. 
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A Aore gratifying and promising picture is presented by the 
Jewish farmers in the United States and Canada, most of whom 
have created their own settlements, though they have also received 
assistance from the ‘‘I.C.A.” and other organisations established 
with the funds of Baron de Hirsch.^ In Canada most of the 
Jewish farmers are Eussian immigrants settled tipon Government 
allotments; they comprise 3,482 souls and own 136,334 acres. 
Jn the United States there are now about 25,000 Jewish souls 
living by agriculture and owning 600,000 acres distributed among 
all the states of the Union. The Jewish farn:y3r8 in this country 
own real and personal property of an aggregate value of 33 million 
dollars and are organised in a federation which ‘fiolds annual 
conferences. They owe their advancement in great * measure to 
the Jewish Agricultural and Industrial Aid Society of New York, 
which encourages farming by rational methods and issues a 
monthly Yiddish jonvnol,^ The ^Jewish Farmer, Avhich has a 
circulation of 5,000 in sixteen countries. 

Far more significant for the future of the Jews as a nation 
is the growth of the colonisation ^movement in l^alestinc. In 1870 
the Agricultural School at Mikveh Israel (“Hope of Israel 
near Jaffa, w^as founded by the Alliance Israelite Universelle for 
the training of the Jewish youth of fhe Orient and of Eastern 
Europe in agriculture; but this school w’as of little practical use 
as long as the Jew^s had no land of their own in Palestine. Nine 
years later a number of Jews of Jerusalem attempted to found 
a colony near the Arab village Mulebbis in the Plaiw of Sharon, 
which they called Petach Tikvah (“Gate of Hope”), but ^wing 
to the fever spread by the rain-sodden soil they had to abandon 
the attempt until 1882, when they returned, reinforced by well- 
to-do emigrants from Eussia. The marshy land of Petach Tikvah 
was then planted with eucalyptus trees and the sanitary con- 
ditions improved, but the lack of means for the purchase of 
implements and other equipment necessitated aid from abroad. 
It was in the same year, 1882, that a “Society for the Support of 
Jewish Agriculturists and Artisans in Palestine,” known as the 
Chovevei Zion (“Lovers of Zion”), was founded in Odessa, and 
societies with similar objects arose in Germany, Eournania, 
England, and other countries. The Odessa Society at once started 
operations, and the recolonisation of Palestine thus really dates 
from 1882. “Not only was the existence of the first, and so far 

^ See ail excellent and up-to-date account, “Th»* Agricultural Activities of the 
Jews in America, ’’ by Leonard G. Robinsou, iu the American Jewith Year Book 
for 5673. * ^ 
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the largest colony, Petach Tikvah, assured in this year, but the 
three most important and central colonies in the three different 
districts of Palestine, Eishon-le-Zion in Judsea, Zicbron Jacob 
in Samaria, and Eosh Pinnah in Galilee, Vere founded by people 
who immigrated into Palestine in large numbers from Eussia, 
Poland, and Eoumania,* in consequence of the Jewish persecutions 
in 1881-2.’*^ These pioneer colonies, however, had to stiuggle 
against serious privations and might have succumbed ‘had it not 
been. for the munificent support of Baron Edmond de Eothschild^ 
of Paris, who froip 1883 devoted considerable funds to the pur- 
chase of land and the promotion of Jewish colonisation in. 
Palestine. 'JIhe benevolence of ‘‘tl^e Baron,” as he was affec- 
tionately called, had a i^mewhat demoralising^ effect upon the 
colonisjis, as their reliance upon his aid deprived them^Df a sense 
of responsijj^ility and of all perseverance. Hence he found it 
necessary afterwards to pull his purse-strings tight, and in 1910 
he transferred the administration of his colonies to the Jewish 
Colonisation Association, since when they have been able to pay 
their way and to repay some of^ their old debts The latest and 
most importj^nt factor in the development of colonisation in 
Palestine is the Zionist Organisation, which has stimulated the 
increase of Jewish farmers, increased the amount of land in 
Jewish possession, introduced modern and scientific methods of 
agriculture, supplied agrarian credits', and established colonies 
upon the co-operative system. The agricultural industry in 
Palestine, ^which comprises corn, wine, oranges, olives, and 
tobapco, has now reached a sound and stable position and has an 
assured future. There are forty separate Jewish colonies in the 
country, which, with some unoccupied lands, cover an area of 
40,344 hectares,^ or close upon 100,000 acres, ITl per cent, of 
the entire area of Palestine, and support a farming population 
of 8,500 souls. 

The last important sphere of activity in which Jews are 
represented and to which they have devoted themselves in in- 
creasing numbers since their civil and political emancipation, is 
that comprising the liberal professions and Government service. 
The special circumstances that have favoured their advance in this 
sphere are their concentration in towns, their comfortable social 
position, and their thirst for highel* education. It is significant 

> 

^ Die jUdischen Kolonien PaldstinaSf by Jesaias Press (J. 0. Hinriohs, Leipzig, 
1912), p. 4. The latest reliable acoouut of Jewish colonisation in Palestine. 

^ B. Goldberg in Zeitschrift filT Dctnogra/phie und Stcilistik d&t Feb, 

1918. 
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that int Germany, where the Jews have attained such a high 
level of prosperity by means of business, most of the Jewish 
merchants devote their sons to the learned professions, particularly 
those of law and medicine; whilst in England and America, too, 
there is a marked tendency on the part of immigrants who have 
managed to secure a competence as shopkeepers or artisans, be 
it as grocers or butchers, tailors or shoemakers, to put their sons 
|pto these professions. Whilst the practice of law and medicine 
enjoys the most popularity, an increasing number of Jews are 
found in the ranks of civil service employees, tegichers, journalists, 
artists, actors, musicians, deptists, chemists, and engineers. In 
Germany<.the percentage of Jews in Government service and the 
liberal profession^ rose from 6*14 to, 6*54. in the period *1895-1907 , 
whereas the percentage of the general population in these profes- 
sions declined from 6*22 to 5*75 in the same period. ^ The 
prevalence of Anti-Semitism acts as a check upon the increase 
of Jews in Government positions and as university professors, 
though the waters of baptism at once remove their only blemish. 
It is at first sight surprising to ^ find that the conforming Jews 
of Germany, who form only one per cent, of the population, con- 
stitute 1*93 per cent, of the high Government officials and 2*5 
per cent, of the university ordinary professors,^ but these propor- 
tions are much below the ratio of Jews with university ♦education 
to the entire educated class. More significant is the fact that 
Jews form 15 per cent, of the lawyers and 6 per cent, of the 
doctors in Germany. In Eussia, where there jire hardly auf Jews 
in Government positions, 6*3 j>er cent, arc in the liberal profes- 
sions, despite the severe restrictions for excluding them, but it 
is probable that a good proportion is made up out of the swarm 
of private Hebrew teachers. In Austria about 7 per cent, of 
the Jews are in this sphere of activity, and it is noteworthy ♦that 
as many as 6 per cent, hold military positions. In Hungary they 
form 17*9 per cent, of the authors and scholars, 39*6 per cent, 
of the journalists, 20 per cent, of the artists (musicians, painters, 
etc.), and 20*1 per cent, of the actors.^ The most favourable con- 
ditions in this sphere are found in Italy, wffiere 18*67 per cent, 
of the Jews are engaged in the civil service and the liberal 
professions, as compared with only 6*42 per cent, of the general 
population.^ 

Israel Cohen 

1 Segall, Die Verhdltnissc der Jvdcn in Deutschlcmd^ pp. 28-30. 

2 Ibid.f pp. 46-57. * Neue Jildische Korrespondem^ Jan. 13, 1913. 

* Zeitschrift fUr Dernogrctphie der Juden^ Jau., 1906, 



THE UNITED STATES FEDEEAL INCOME TAX.» 

• 

The enacttiient in the United Sfates of the income*" tax law 
of October 3rd, 1913, mark^ a new stage irf the history of 
finance^ The American law has been enacted to compensate 
for the loss' of revenue due to the new tariff. But the chief 
argument which was responsible foa the passage of the six- 
teenth amendment and for the enactment of the law was, 
as we have elsewhere pointed out,^ that wealth is escaping its 
due share of taxation. Again and again in the course of the 
discussion attention was called to the fact that our federal system 
of taxes on expenditure puts an undue burden on the small 
man ; and when the objection was made that the principle of 
ability to pay is recognised in State and local taxation, the ready 
answer was found that in actual practice our State and local 
revenue system fails almost completely to reach those taxpayers 
who can beet afford to contribute to the public burdens. It is 
true that some of the more extreme supporters of the income tax 
based their advocacy on the ground of opposition to the tariff 
alone ; but the more influential legislators did not tire of stating 
that their aim was solely to redress the inequality of taxation which 
was a predominant feature of the American fiscal system as a 
whole. ^ 

In our consideration of the measure, it will be convenient 
first to consider what the law actually provides, and then to call 
attention to its shortcomings. Under the first head the chief 
points are : On whom is the tax levied ; what is meant by income ; 
what are the rates and exemptions ; and what are the adminis- 
trative methods pursued? Let us consider these in turn. 

' An article substantially similar to this is also contributed by Prof. Seligman 
to the forthcoming issue of the Political Science Quarterly. 

* Seligman, The Income Tax, 1911, p. 6i0. 

* See especially the speech of Senator Borah who ancribes to the present writer 
the unmerited honour of responsibility for the impetus ^iven to the income tax. 
Of. Congressional Record, 63rd Congress, Ist sess., pp. 4260-4261, Aug. 28, 1913. 
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I. Who is liable to the Income Tax? 

Under the provisions of the statute the tax is imposed upon 
the entire ^income of every American citizen, whether residing 
at home or abroad, as well as upon that of every person residing 
in the United States although not a citizen thereof. In the 
case of non-citizens of the United States residing abroad, the 
tax is assessed upon the income from all property owned, and 
Ifrom every business, trade, or profession carried on, in the 
United States. It will be noticed from these provisions that no 
attempt is made to avoid double taxation. Under the law, an 
American citizen living abroad and subject to an income tax 
there, or a resident alien Who has already paid the* income tax 
in his ow» cQunfry, is again subject to 'the tax here. ' It is to be 
noted, however, that the rigour of these provisions is soipeWhat 
abated by the clause, to be considered later, which virtually 
exempts the foreign holder of tjie bonds of American corpora- 
tions. It is still to be regretted that the United States has failed-to 
lead in the movement to do awa^ with this undoubted infraction 
of international justice. 

In the second place, the law applies not ordy ic individuals 
but to corporations. The income tax is payable by every cor- 
poration, joint stock company, or association, and every insur- 
ance company organised in the United States, with a few 
exceptions.^ This part of the law contains provisions similar 
to those of the corporation or excise tax law of 1909. The 
chief differences between th*e two, apart from the matters' which 
will be considered later under other heads, are that the fcjrmer 
specific deduction of $5,000 is no longer permitted, and that 
corporations are now allowed to make a return for their fiscal 
year w^hen this does not coincide with the calendar year. The 
objection that the taxation of both individual and corporation 
on the same income involves double taxation is sought to be 
met by the provision which permits individuals to deduct from 
their taxable income the amount of corporate dividends or other 
income on which the tax has been paid by the corporation. The 
American law, therefore, seeks .to avoid double taxation by the 
same jurisdiction, while making no effort to avoid double taxation 
by competing jurisdictions, 

^ The exceptions are : labour, agricultural, or bortioultural associations ; 
mutual savings banks not having capital stock ; fraternal beneficiary societies, 
orders, or associations, operating under the lodge system ; domestic building and 
loan associations ; cemetery companies operated exclusively for the mutual benefit 
of members; associations operated exclusively for religious, charitable, scientific, 
or educational purposes ; business leagues, chambers of commerce, boards o^tra^e, 
and civic leagues and organisations not organised or operated for profit. 
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II. What is Taxable Income? 

As we have seen elsewhere,^ it is easy to say that income 
should be taxed, but it is not so easy to define whal is meant 
by income. The law states that net income 

“shall include gains, profits, and incomes derived from salaries, 
wa^es, or compensation for personal services of whatever kind, and 
in whatever form paid; or from professions, vocations, bubinesses, 
trade, commerce, or sales or dealings in property, whether real or* 
personal,’ growing out of the ownership or use of, or interest in, 
real or personal jM’operty; also from interest, rents, dividends, 
Securities, or the transaction of any kwlul business carried on for 
gain or profit,"" or gains or profits and intome derived from acay source 
whatever, including the iiiQpme irom, but not the ’Ralue of, property 
acquired by gift, bequest, devise, or descent.*' 

In this comprehensive definitioft several points are to be noticed : 
first, that no endeavour is madf to introduce a new conception 
of "income; second, that the idea of income as a regular and 
periodic return is accepted; third and fourth, that a somewhat 
more careful attempt is made t6 distinguish between gross and 
net income, and that a slight attempt is made to distinguish 
between capital and income. Let us take up each of these 
points. 

We have said that no endeavour is made to introduce a new 
conception of income. This new^ conception of income, to which 
the new law pays no homage, may be regarded from a double 
aspect : that of psychic or benefit infcome and that of disposable 
incoQie. The problem of psychic income involves the question 
as to whether the conception of income is to be limited to that 
received in the form of money or whether it should be extended 
to include the satisfactions for which money stands. Since it 
is manifestly impossible to gauge in terms of money the varying 
degree of general satisfaction that individuals receive, the only 
practical question is as to whether that particular satisfaction 
which comes from living in one’s own house and which can be 
fairly well measured in terms of rent, ought to be included in 
income. Suppose that A lives i» his own house, worth $50,000, 
and pays perhaps $1,000 in taxes and $1,000 in repairs. B, who 
has had a precisely similar house, sells it for $50,000, but con- 
tinues to live in it, at a rental of $5,000. His position is 
virtually the same as that of A, because he gets $3,000 as 6 per 
cent, return on his $60,000 and saves the $2,000 on taxes and 
repairs. Yet B now has to pay a tax on his $3,000 additional 

1 Selignian, The Income Tax, p. 19 et seq. 
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incom^; It might be urged now that in order to attain exact 
equality, the net rental value of the residence ought to be 
included in income. 'J’his rental value was so treated in the 
Civil War income tax. The framers of the present law, how- 
ever, thought it wise to follow the almost universal European, 
though not the English, example and to confine the term 
“income” to the ordinary conception of actual money income. 

^ The other aspect of this new conception of income relates to 
the question of savings. Many years ago John Stuart Mill 
thought that he had discovered a flaw in the theory of the 
income tax. He pointed out that unless savings were exempted 
we shouM be imposing double taxation; that is, ilie tax would 
be imposed, first, on the amount of ineome actually ‘saved, and, 
secondly, upon the future income from that amount coijsid&red 
as capital. Although the fallacy^ of this contention «was subse- 
quently pointed out, it ha^ remained for a recent Italian writer 
to take up the subject anew and to maintain that the only way 
of avoiding gross inequality in taxation of income is to exempt 
savings. It is remarkable, however, that at the same time a German 
author should have devised a precisely contradictory theory, namely, 
that all that should be included in the conception of income is the 
balance of receipts over expenditures, and that the term expendi- 
tures should include not only those incurred in securing the income, 
but personal expenditures as well. Equal taxation hence involves 
not simply equality of income received, but equality of surplus 
available. The new Italian theory would result in taxing nothing 
but expenditure ; the new German theory would result in tijxing 
nothing but savings.^ 

It is evident not only that these two theories are mutually 

’ The Italian work is Intorno al Concetto di Tteddito Imponihile f. di un Sistetna 
S ImposU sul Beddito Consumato, published as a memoir of the Turin Academy of 
Sciences in 1912 by Professor Luigi Einaudi (reviewed by Prof. Pigou in the 
Ecohomic Journal, Vol. xxiii, p. 260). The German work is Die Defitcuening nach 
dem Ueberfluss {nach der Ersparnismtigliehkeii), by Biirgermeister II. Weiasenborn 
in Halberstadt, 1911 (reviewed by Mr. Naymier in the Economic J(»urnal, Vol. xxii, 
p. 108). The Italian book has given rise to a discussion carried on in a series of 
articles in the OiomaU degli Economisti for 1912 and 1913. The argument rests on 
the distinction between “ earned ” and realised *’ income propounded by Professor 
Irving Fisher in 1906 in The Nature of Capital and Income. This distinction has, 
however, found little acceptance among American eo 9 nomiBts, and its validity has 
been vigorously denied, especially from the standpoint of its applicability to 
taxation. See the review of Professor Fisher’s book by Professor H. R. Seager in the 
Annals of the American Acadenvy of Political and Social Sciences^ Vol. xxx, p. 176 
(1907); and the discussion on the subject “Are Savings Income?” by Profes-sors 
Fetter, Daniels, and Robinson in Papers and Discussions of the Twentieth Annual 
Meeting of the American ^Economic Association at Madison, Wis., Third Series, 
Vol. ix, No. 1 (1908), pp. 48-58. ^ 
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contradictory, but that the wisdom of attempting to^ carry 
out either of them would be highly questionable. It must 
be said, therefore, that the framers lof the new* law were 
well-advised in refusing to be led astray by either of these recent 
vagaries. 

The second point to be noted with reference to the theory of 
income implied in the new federal law is its attitude towards 
irregular receipts. In the law of 1894,^ in contradistinc*^ 
tion to the well-nigh universal practice abroad, inheritances 
were taxed as Income. The general view, as explained 
elsewhere,^ js that income consists bnly of regular and periodic 
returns, irregular returns in the §hape of inheritanSes being 
reached by the inheritahe^ lax. In the ne^ law .this con- 
ceptioi* is adopted, although no new’ tax on inheritance 
is imposed* by the federal government. As inheritances are 
usually reached by the separate States, however, and as it is 
not improbable that the federal income" tax may before long 
be supplemented by a federal inheritance tax, there is much 
to be said for the provision of the Act. The law of 1913, 
moreover, is'still further and favourably distinguished from that 
of 1894 by excluding from the conception of income, property 
acquired by gift, inter vivos. 

The third element to be considered in the conception of 
income is the distinction to be drawn between capital and 
income. The tw’o chief problems under this head are the treat- 
ment of pi^fits from sales of properly, and the disposition made 
of certain receipts of life insurance companies. 

In respect to the former, the law states that taxable net 
income comprises ‘‘gain, profits, and income derived from . . . 
dealings in property whether real or personal. . . It is 
obvious that in the case of persons engaged in the real estate 
or bond business, profits from the sales of real estate or of 
securities are included in taxable income. The question arises, 
however, whether the purchaser of a piece of property who after 
the expiration of several years sells it at an enhanced price 
ought to regard the difference •as a part of his income in that 
year. If the letter of the law be followed, this is the obvious 
result. The injustice; however, of such a procedure is apparent 
from the fact that there is no provision made for deducting 
losses arising from a similar transaction. Of course, a real -estate 

^ For an account of this law, see Seligman, “The American Income Tax,” 
Economic Journal, Vol. iv, p. 639. • 

Seligman, The Income Tax. p. 20. 
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dealer, in figuring up his income for the year, can set off losses 
on some transactions against profits on others. But an ordinary 
individuar who sells atr a loss a piece of real estate that he has 
held for a number of years has no way of setting off that loss 
against profits from other sources. It is simply a diminution 
* of his capital. Why, then, should any possible profit derived 
from' a sinailar transaction be considered as income rather than 
accretion to capital ? 

In the original income tax of 1864 such profits were counted 
as income. This, however, created such disStitisf action that the 
law of 1867 limited such 'profits to those from sales on real 
estate purchased within two years. ^ In the discussion of the 
present Bill Mr. Cordell Hull, its^'frariier, stated : — 

"‘In construing all these laws . . . unless the unearned 
increment is expressly made income, it is not considBred income 
in any sense of the word, but simply increase of value or 
capital.”^ 

When pressed still further, he added : — 

“My judgment w'ould be that as to the occasional purchase 
of real estate not by a dealer or one making th&. buying and 
selling a business, this Bill would only apply to profits on sales 
where the land w^as purchased and sold during the same year.” ® 
As this section was adopted in the light of Mr. Hull’s explana- 
tion, it is not unlikely that it will be so interpreted as to carry 
out the evident intention of its framers. If so, the same rule 
will apply also to profits from the sales of securities or other 
personal property. This would seem to be a fairly satisfa'ctory 
solution of an undoubted difiSculty. 

The other aspect of this problem is connex^ted with insurance 
and especially mutual life insurance companies. The payments 
from life insurance companies to the policy-holders include, as 
is well known, death claims, annuities, endowments, surrender 
values, and so-called dividends. Since, however, a part of these 
payments is made from premiums received, it is clear that this 
involves merely a return of capital. In the heated discussion 
that took place on this topic i# was pointed out that a large 
part, at all events, of the dividends ought really not to be 
included in income. An arnendment to* the Bill was finally 
adopted, whereby it was provided that life insurance companies 
should not include as income “such portions of any actual 

1 Seligmaa, The Income Tax^ p. 612. 

2 Congrei>swnal Record^ April 26, 1918. 

Such a provision was contained in the law of 1864. 
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premium received from any individual policy-holder as shall 
have been paid back or credited to such indi\idual policy-holder 
or treated as an abatement of premium of such individual policy- 
holder within such year.” And in the sam?^ way mutual fire 
and marine insurance companies are not compelled to include 
refunds of premium deposits to policy-holders in their ta::able* 
income, a provision of great importance in the case of so-callod 
“factory mutuals” which pay to their policy -Ijolders “dividends”* 
amounting in some cases to 90 or 95 per cent, of the premium 
received. It is foHunate that this amendment prevailed, as in 
a recent deaision of the Supreme Court it has been held that 
the inclusiori of mch “dividends” in the income of corporations 
under the corporation tax*law of 1909 was invaliS. Th£ elimina- 
tion of •^‘dividends,” however, (Joes not disixise of all the difficulty, 
as there still remain some so-called earnings of insurance com- 
pjtnies which are really nothing but •a return of capital to the 
policy-holders.'^ Mr. Hull was quite emphatic in his statement 
that there was no intention of ti^xing capital rather than income, 
but he was not thoroughly clear in his own mind as to the exact 
distinction to* be made, and he maintained that the accounts of 
the insurance companies were not so kept as to permit the 
legislature to distinguish between the two conceptions. 

The fourth difficulty connected with the concept of income 
is presented in determining the deductions to be made from 
gross income in order to arrive at ngt income. With respect to 
certain of these items, there is no controversy. Such are the 
provfsions of the law for deducting necessary business expenses, 
interest on personal indebtedness, losses actually sustained 
during the year, including worthless debts written off, and a 
reasonable allowance for exhaustion, wear and tear of the prp- 
perty arising out of its use in the business (not exceeding in the 

^ Tho objections of the insurance companies are presented in a series of 
memoranda printed in Tariff Schedules, Briefs and Statements filed with the 
Committee on Finance, United States Senate;— Income Tax and Customs Adminis- 
tration, Washington, 1913. See especially pp. 1947-1986, 2119-2126. 

This whole subject is well treated R. R. Kennan in a monograph entitled 
The Federal Income Tax in its Relation to Life Insurance Companies^ Milwaukee, 
1913. 

The accountant’s point of view is summed#up in W. A. Staub, Income Tax Guide, 
1913, p. 60, as foUows : 

“ Only the income derived from the investment of premiums between the time 
they are received from the policy holders and the time they are returned to them or 
their beneficiaries in the form of death claims, annuities, endowments, surrender 
values, ‘dividends,’ less the expense of conducting the business, represents real 
income derived from the amounts placed in a company’s Tiands by the policy holders 
for insurance purposes.**^ 
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case of mines 5 per cent, of the gross value of the year’s output 
at the mine). Nor is there room for dispute as to the propriety 
of the permission to deduct from the gross income of individuals 
not only dividends from corporations which have paid a tax on 
their net income, but also any income from which, as will be 
* explained later, the tax has been withheld at ’the source. The 
real difficulty in the matter, apart from the question of actual 
' fact as to the diifefence between repairs and permanent improve- 
ments, relates to the question of taxes and of interest on corporate 
debts. • 

As to the former, the Mw permits deduction frpm all taxes, 
not including, however, in the case of individuals, assessments 
for local tbenefiis. Why this deduction should be allowed is not 
clear. It might indeed be claimed that so far as taxes on imsiness 
are concerned, this ought to be put on a par with (?ther outlays 
incurred in order to secure a net profit. But where the income 
is derived from other sources than purely business transactions, 
the propriety of the deduction^ seems questionable. It is to be 
conceded, however, that herein lies a real difficulty in the theory 
of income. * 

In considering the deduction of interest on corporate debt, it 
should be remembered that the theory of corporate indebted- 
ness differs, as we have elsewhere pointed out,^ in some important 
respects from that of individual indebtedness. In the case of 
the individual, taxable property consists in the surplujs above 
indebtedness, and the taxable income consists in th<^ correspond- 
ing surplus of receipts. Capital stock of a corporation, however, 
usually represents only a portion of the property, while the 
remainder is represented by the bonded indebtedness. Strictly 
speaking, indeed, the proper distinction is not between corporate 
and individual credit, but between production and consumption 
credit. In the case of corporations, however, while debts aie 
sometimes contracted to meet pressing exigencies and may thus 
in a way be considered a kind of consumption credit, mortgage 
bonds, at least, are almost exclusively issued in order to provide 
capital. Economically speaking, the corporate capital consists 
of the bonds and the stock. Theoretically, therefore, the income 
from interest on corporate bpnds ought Hot to be deducted. As 
a matter of fact, it is not so deducted in European income-tax laws. 
In the corporation tax law of 1909, however, interest on in- 
debtedness was deducted, but only on an amount of debt not 

1 Seligman, Essays iit Taxation^ 8th edition, 1912, pp. 106-107 ; rfhd The 
Income Tax^ p. 613. 
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exceeding the capital stock. In the present law we ^nd a 
compromise. Interest paid is allowed as a deduction from income 
on an amount of indebtedness not exceeding one-half the sum 
of the corj^ration’s interest-bearing debt •and its paid-up capital 
stock. Thus it will be seen that the new tax is more favourable 
to the corporatio^is than was the excise tax. The compromise, 
however, is entirely arbitrary. Either there should have been 
no deduction at all, or the deduction should have^ been .pernditted 
on all the indebtedness which might be regarded as a result of * 
purely consumption credit. 

Another point in which the corporations would seem to have 
just cause for complaint is the disappearance of that provision 
of the law of 1909 which jpermitted corporations^ to deduct from 
gross income the dividends received from the stock •of other 
corporaftons held by them. Tbp result of this disappearance will 
be a great burden on holding companies, as the same income will 
be. taxed once to the subsidiary coifipanies and again to the 
parent company. The reason for this change was obviously to 
interpose obstacles to the continuance of holding companies. 
While this is not the place to express any opinion as to their 
desirability in general, it is quite clear that, in the case of rail- 
roads at least, some form of holding company may be entirely 
compatible with the best public interests ; and, in any event, the 
attempt to combine fiscal and prohibitive ends in the same 
measure is of doubtful wisdom. 

III. The Tax fiates: 

In discussing the question of tax rates the two chief problems 
are those of exem^iofi apd of graduation. 

The most important point to be noted under the head of 
exemption is the fact that the tax applies to individual incomes 
only when they exceed $3,000. In the law of 1894 the exemp- 
tion was placed at $4,000, and in the Bill as originally drafted, 
the exemption was also kept at the higher figure. In the course 
of the discussion, however, and partly as a concession to the 
feeling that the limit was excessive, it was reduced to $3,000, 
with additional exemptions of ^00 or $1000 for children. In 
the final draft, while the figure of $3,000 was retained, the 
exemption* for children was elimina4ied and was replaced by an 
additional exemption of $1,000 for a married couple. A total 
exemption of $4,000 only, however, is permitted in the case 
of aggregate income of husband and wife when living together. 

It is to be noted, moreover, that the exemption applies to the 

No. 93,— voL. XXIV. p 
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first three or four thousand dollars respectively of any amount 
of income; that is to say, three or four thousand dollars, as the 
case may be, are always to be deducted from the i^et income, 
in order to reach the faxable income. 

In the discussion of the law, several attempts were made to 
reduce the exemption to a lower limit. Ji was repeatedly 
pointed out, however, that this exemption did not mean so much 
the minimum of subsistence, as a minimum of comfortable 
existence, according to the desirable American standard of life. 
An American family of from three to five children living in decent 
comfort, and desirous of giving the children a college education, 
would, it was maintained, ^eed all of $4,000, or m the case of a 
widow, certain]j all of $3,000, fqr meeting the necessary family 
expense!?. It was further urged that the recipients of smaller 
incomes are already bearing mor§ than their share of thef burden, 
through the federal indirect taxes, and that this c?)mparatively 
high exemption would oiily redress the inequality. Finally,, it 
was argued that the administrative advantages of the high exemp- 
tion in averting needless expense and endless complications, such 
as are found in the English system, would far outweigh any 
objections to the higher exemption. While, howeVer, these con- 
siderations were prominent in the minds of the framers of the 
measure, there is little doubt that the controlling reasons for so 
high an exemption were, primarily political. One of the Con- 
gressmen ingenuously asked, in reply to a proposition to reduce 
the exemption : “Does the gentleman not think it woul,d defeat 
every member who would vote for this amendmerit if the fact 
were known at home?”^ And another member said: 

“I venture the assertion that if Congress at the first opportunity 
which it has had of levying a direct tax upon the people without 
apportionment, should levy a tax which would fall upon every 
citizen of the land, that tax would not stay upon the statute books 
longer than the first election which followed the first call of the 

tax collector .’^ 2 

In justice, however, to the majority, we must quote the statement 
made by Mr. Murray, Oklahoma : 

“There are those who would say that we should begin at $1,000, 
in lieu of $4,000. They forget the principle upon which this tax 
is founded, and that is that every man who is making no more than 
a living should not be taxed upon living earnings, but should be 
taxed upon the surplus that he makes over and above that amount 
necessary for good living. We also recognise the assumption that 

’ Congressional Record, p. 1216, May 6, 1913. 

3 p. 1218. 
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$4,000 will reach the highest grade of good living. . . . The purpose 
of this tax is nothing more than to levy a tribute upon that surplus 
wealth which requires extra expense, and, in doing so, iVis nothing 
more than meting out even-handed justice.” ^ 

The exemption of interest on bonds or other obligations of 
the United StateS or its possessions did not arouse any comment. 
This v^as partly due to the fact that the federal debt is so small 
and is so largely held by national banks. If the time should* 
come when the national debt, in the hands of individuals, should 
again assume larg« dimensions, it is not unlikely that we shall 
have a controversy here comparable to the one that has been 
responsible for the recent fall of the French Ministry. The issue 
will then be* the equality uf ta'kation, versus the^ maintenance of 
the nat;j.onal credit. Finally, it may be pointed out that the 
exemption $5,000 accorded fo corporations in the law of 1909 
is eliminated in the present la^. • 

• • The consideration of tax rates involves not only the question 
of exemption, but that of graduation. It is significant that the 
principle of progressive taxation evoked almost no discussion. 
The legitimaoy of the theory was taken for granted, and in the 
few cases where it was mentioned, it was assumed to be a 
corollary of the theory of ability to pay. This shows the develop- 
ment that has taken place since the^ discussion of the law of 
1894. In considering the question of graduation, only two 
difficulties confronted the framers of the Bill. The one was how 
to make a tworkable system of progressive taxation harmonise 
with *the administrative methods employed ; the other, how to 
oppose with success the demands of the radicals. 

The former difficulty is connected with the principle of 
stoppage at source, to be discussed below. It is clear that if 
the tax is paid at source by the income payer, rather than by 
the income recipient, it is not easy to introduce a graduated 
scale. The bonds of a corporation, the tax on the income of 
which is withheld by the corporation, may be owned by a person 
of very small or of very large total income. 

This problem. had, however, ’wcently been solved in England, 
and a similar solution was adopted in the Bill which passed the 
Chamber of Deputies in France a feyv years ago, and is pending, 
at the time of writing, in the Senate. In England a uniform rate 
is imposed upon all tax-payers, and is assessed on the principle 
of stoppage at source. This remains the backbone of the tax. 
Then on all individual incomes above a certain figure, a so-called 
^ Congressional Eecord^ p. 1219, May 6, 1913. 

F 2 
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supertax is levied upon the income as a whole. So in the French 
Bill the uniform tax levied according to the stoppage-at-source 
principle is supplemented by a “complementary** tax levied 
upon the entire income. The same plan has been adopted in 
the new American law. The uniform tax levied upon all 
incomes, primarily by the method of stoppage at source, is called 
the normal tax, and is assessed at the rate of 1 per cent. The 
extra tax is called the additional tax or the surtax, and is assessed 
on the entire incbme of individuals, according to a graduated 
scale. The' advantage of this ingenious schepie is that the con- 
stituent parts of the income of any individual will be reached in 
large m2a8ure by the normal tax, and in such a Vay that the 
Government will be able to ascertain the facts. The returns 
made by individuals for the additional tax can, to a considerable 
degree, thus be checked up, and the fiscal interests of the 
Government thus protected. This protection is, however, not 
complete, for, as we shall see, tne principle of stoppage at source 
does not apply to all incomes within the United States, and 
applies only in an imperfect ^ay to incomes received abroad. 
To a very large extent, however, the protection^ is undoubted. 
Thus it may be said that the old problem of the incompatibility 
of graduated taxation with stoppage at source has been attacked 
with a fair prospect of success. 

The other difiSculty with which the framers of the Bill had to 
cope was the danger of an exaggerated application of the pro- 
gressive scale. In the original Bill, the clause relating to the - 
“additional** tax was so framed as to impose 1 per cent, on 
incomes from $20,000 to $50,000, 2 per cent, on incomes from 
$50,000 to $100,000, and 3 per cent, on incomes above $100,000. 
Tn the course of the discussion, however, many amendments 
were introduced calling for much higher scales. It will suffice 
to mention the plan of Mr. Copley, who suggested a scale rising 
to no less than 68 per cent, on incomes over $1,000,000, a pro- 
position so manifestly extravagant that it w^as voted down by 
a large majority. Another rather extreme proposition was sub- 
sequently advanced in the Seijiate. Senator Williams disposed 
of it with the statement that “the object of taxation is not to 
leave men with equal incomes after you have taxed them.’* ^ The 
general feeling was, however, that the graduated scale proposed 
in the Bill was not high enough. Senator LaFollette proposed 

* Congressional Record, p. 4225, August 27, 1913. As to the leave-them-as-you* 

find-them theory of taxation, see Seligman, Progressive Taxation, 2nd ed., 1900, 
p. 231. * % 
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a scale which ran up to 10 per cent. Senator Bristow suggested 
a somewhat more moderate scale, and scouted the idea of possible 
future complications. As a result of the discussion, the Finance 
Committee of the Senate saw that some concession was inevit- 
able. Under the law as it was finally enacted, the rates of the 
“additional” tax^are as follows: 

Per cent. On amount exceeding And not ov 

1 *20,000 *60,000 

2 60,000 .75,000 

3 76,000 ’00,000 

i 100,000 260,000 

6 260,000 500,000 

6 600.000 • — 

9 

The maximuid rate of the income fax as a whole, therefore, 
under the new law, is somewhat under 7 per-cent. • This is 
somewhat lower than either the English maximum (Is, 8d, on 
the £)y or that of the recent German Wehrsteuer (8 per cent, on 
incomes over half a million markb).^ • 

IV. Stoppage-at-Source. 

The provisions in the new law which deal with the methods 
of assessment* and collection involve a fundamental departure 
from the theory of all preceding income taxes in the United 
States. As has been frequently pointed out, the two chief types 
of income tax are the personal or lump-sum tax, where everyone 
is compelled to make a return of his entire income from what- 
ever source derived, and the stoppage-at-source tax, the theory 
of which is that it should be collected from the person or agency 
paying the income, rather than from the individual who receives 
it. The argument in favour of payment at source is the double 
one of protecting the honest taxpayer, and of safeguarding the 
fiscal interests of the treasury. Whatever may be true of a 
country like Germany, where the administrative and political 
conditions are unique, there is little doubt that a purely personal 
lump-sum income tax, resting primarily on the declaration of 
the individual, would be as much of a failure in the United States 
as was the original income tax in England or the American 
income tax in the years subsequ^t to the Civil War, and as are 
those parts of the income tax in Austria, Italy, and Switzerland, 
which rest upon the same principle.. It was to avoid these evils 
that England adopted the principle of stoppage at source to a 
certain extent at least, and that some other countries have in a 
minor degree followed this example. It has been reserved, how- 

^ As to the German Tax see F. Stier-Somlo, Wehrbeitr^ und Besitzsteuer : Die 
Beichsstetiergesets vom 3 JuUy 1913 . 
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ever, «for the United States to apply the principle in a more 
thoroughgoing fashion than is the case anywhere else. 

The law provides that “all persons or firms, co-partnerships, 
companies, corporations, joint-stock companies or associations, 
in whatever capacity having control, receipt, disposal or payment 
of fixed or determinable annual or periodical gains, profits, and 
income of another person, subject to tax,” are required to deduct 
and withhold the annual tax of 1 per cent, from all “interest, 
rent, salaries, wages, premiums, annuities, compensation, re- 
muneration, emoluments, or other fixed or ^^^terminable annual 
gains, profits, and income. of another person exceeding $3,000 
for anyotaxable year.” In the case of payment, of interest on 
bonds and mortgages or of trusts on other similar obligations 
of corporations, as well as in the case of collections of interest 
and dividends on foreign bonds i. and stocks not payable in the 
United States, the tax is to be Redacted on all sums irrespective 
of whether or not the payments amount to $3,000. The obliga- 
tion to withhold the tax is not applicable to three cases. First, 
it does not apply to the dividtods on the stock of corjxDrations 
(except foreign corporations not doing business in the United 
States) for the reason that all such corporations are subject to 
the tax on their net income, irrespective of whether they pay 
out this income as dividends or allow it to accumulate as surplus 
and undivided profits. Secondly, the obligation to withhold the 
tax does not apply to the interest on bonds, mortgages, equip- 
ment-trust, receivers* certificates, or similar obligations of which 
the bond fide owners are citizens of foreign countries and re^siding 
abroad. Thirdly, it does not apply to the payments to a cor- 
poration, the reason for this obviously being that all corporations 
are required to file a complete return of all of their income, and 
that the books of the corporation are open to inspection by the 
revenue authorities. 

It will be observed that the provision for payment at source 
is exceedingly broad. With the exceptions mentioned, it applies 
virtually to everyone through whose hands there may go money 
or money’s worth belonging to anyone else, provided that the 
payments are “fixed or determinable.” If the income is not 
fixed or certain or payable at stated periods, or if it is indefinite 
or irregular either in the amount or the time at which the income 
is paid, the provision does not apply. A failure to deduct the 
tax makes the individual or corporation personally liable. More- 
over, anyone who collects foreign payments of interest or divi- 
dends by means of'coupons, cheques, or bills of exchang# must 
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procure a licence from the Commissioner of Internal Eet^enue, 
and give bonds. All licensees must keep records open to inspec- 
tion by the Government officials, and must file monthly with 
the district collector of internal revenue a list of the names and 
addresses of persons from whom any items have been received, 
the amounts of tex deducted, and the sources thereat. Failure 
to conform to these regulations involves a fine not exceeding 
$5,000, or imprisonment not exceeding one year. 

In connection with this general problem of l^toppage at source, 
two chief points (Jeserve consideration : first, is the principle 
itself sound; and, second, what administrative regulations have 
been issued Co, facilitate the execution of the law? * 

Among the criticisms ^ireoted against the principle of stop- 
page at the source, the first to be noted is the contention that 
there is no ^arrant for imposing upon the so-called “withholding 
agents ” the expense connected jwith the withholding of the tax 
and the rendering of the accounts to the Government. In this 
contention there seems to be some merit. It must be remem- 
bered, however, that in so far •as the withholding agents are 
corporations— and this is true of the great majority of cases — 
they all enjoy a privilege which is not granted to corporations 
in Europe, namely, that of deducting interest on debt from their 
gross income. 

The next criticism is more weightj^. It is well known that 
since the beginning of the income-tax agitation in the ’nineties 
almost all gf the American railroads, and many of the larger 
indu^rial corporations, have issued their bonds with the so-cailed 
“tax-free” clause; that is, the corporations have bound them- 
selves to pay any taxes that might be imposed upon the bonds 
or coupons. The consequence is that as the present law compels 
these corporations to withhold the income tax on the coupons, 
the corporations under the tax-free clause have no option but 
to pay the tax themselves. As a result, the Government is 
hitting the wrong man. It seeks to impose the tax upon the bond- 
holder; in effect, it mulcts the corporation. Under the present 
situation, therefore, the tax dye by corporate bondholders is 
paid by the stockholders. 

The framers of the Bill were well aware of this complication. 
They accordingly introduced a secfion rendering void any tax- 
free provision in corporate bonds to be issued in the future. 
They did not, however, deal with existing bonds, as they feared 
thereby to expose the law to a charge of unconstitutionality. 
It may be stated, indeed, that so far as bcmds to be issued in 
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the fiilure are concerned, it makes little difference, from the 
economic and fiscal points of view, whether the tax-free provi- 
sion is contained thereip or not. The only result of the tax-free 
provision in future bonds will be that the bonds will sell at a 
higher price than would otherwise be the case, the tax being 
capitalised into the difference in the market price. So far as 
the corporation is concerned, it makes no essential difference, 
because the corporation will sell its tax-free bonds at a price 
sufficiently high to ^compensate it for the payment of the annual 
tax ; and so far as inequality of taxation an;iong individuals is 
concerned, it also makes no difference, because the purchasers 
of tax-free bonds, instead* of paying the income-tax on the 
coupons, will capitalise this annual tax into the additional price 
they pay for the bonds. This consideration, however, does not 
affect the thousands of millions ofrexisting corporate Ipnrfs where 
the result of the present system if to impose an additional burden 
on the corporation and to exempt the security-holders. 

It was a consideration of this nature which led the representa- 
tives of the withholding corpbrations to suggest during the 
pendency of the discussion an alternative scheme^ They con- 
ceded that the chief object to be attained by the payment-at- 
source method ought to be kept in view, namely, the prevention 
of tax evasion. They contended, however, that the needs of 
government in this respect would be met by information as to 
details of payment, ownership, addresses, &c. ; and they declared 
themselves quite ready to present such reports. Thifi suggestion 
waaf not entirely novel. Such reports form a part of a system 
originally introduced by Italy when it imposed upon the cor- 
porations the duty of supplying the Government with certain 
facts. For this scheme the present writer suggested the name 
of “information at source,” a name that was at once adopted as 
a convenient appellation. The framers of the Bill acknowledged 
its legitimacy, and were willing to substitute, in part at least, 
information at source for payment at source. The doubts of the 
majority of the Conference Committee, however, as to the 
efficiency of the proposed substitute in completely accomplishing 
the results desired, were not entirely dispelled, and the principle 
of stoppage at source was therefore retained. 

The other phase of the 8<:oppage-at-source question is that of 

1 See the memoranda of the Guaranty and other Trust Companies, and of 
Professor Bullock in Briefs and Statements, pp. 2CX)4-2013 and 2071-2075. The 
former memorandum was also separately published under the title Income Tax BUI: 
Memormidum on behalf opcertain Trust Companies, 
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the administrative regulations issued to enforce the law.« The 
Treasury Department, which was given great latitude in the 
matter, has performed admirably the task of interpreting some 
obscure passages in the law and making them workable. In 
the first place, the Bureau of Internal Kevenue has provided for 
the attachment %>i certificates by all withholding agents. In 
case of bonds and similar obligations, it has been settled, that 
if the debtor corporation or its fiscal agent does not deduct the 
tax, the first bank, trust company, banking firm, individual or 
collecting agency rjeceiving the coupons for collection or other- 
wise shall withhold the tax and attach a certificate stating for 
whom the ta^is deducted, the person from whom the.» coupons 
were received, the bonds from •which the coupon# were cut, and 
the amount of interest. All such certificates, which* may be 
signed l)y a^^bank or other responsible collecting agency, as well 
as those prepared by persons lic|nsed to collect foreign incomes, 
must be filed with the district collector by the iiOth of the fol- 
lowing month. So far as income from sources other than cor- 
porate interest is concerned, tlffe situation has been rendered 
much simpler.by a regulation that the tax shall not be withheld 
until the aggregate of the payments during the year amounts 
to more than $3,000. The tax is then to be paid upon this 
aggregate unless the person to whom the income is payable files 
with the withholding agent a claim for the three or four thousand 
dollar exemption, respectively, in which case the tax is to be 
withheld on^ on the excess above the exemption claimed. 

F^ally, it is to be stated that the law took effect, so far as 
the date of taxable income is concerned, as of March 1st, 1913. 
Manifestly, however, the provision requiring payment at the 
source could not be made retro-active, and was enforced only 
from November 1st. 

V. Other Administrative Features, 

There remain for consideration some of the miscellaneous 
administrative provisions of the law. 

Of these, perhaps the most ir^eresting is that which provides 
for secrecy. The law states that it shall be unlawful for any 
officer or employee of the United States to divulge any detail 
set forth in any income return, nor shall he permit any details 
to be seen or examined by any persons except in the manner to 
be mentioned; nor shall any person print or publish in any 
way any detail connected with the income returns. 

The returns of corporations, however? constitute public 
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record®, open to inspection upon the order of the president, 
under rules and regulations to be prescribed. It is further pro- 
vided (an^ this is due to Senator LaFollette) that the proper 
officers of any State imposing a general income tax may, upon 
the request of the Governor thereof, have access to such cor- 
porate returns. The secrecy imposed in the case of individuals 
is in bold contrast to the publicity of returns under the earlier 
Civil War income-tax Acts. 

Every individual with an income exceeding $3,000 during 
the preceding calendar year must file a return on or before 
March 1st under oath or a 4 ffirmation, with the collector of the 
internal Revenue for the di^^trict in which he resi^Jds or has his 
principal place ^f business. ThcvOnly exception is ‘in the case 
of individuals whose income does not exceed $20,000, all of 
which has been derived from corporate dividends or ffom sources 
where the tax has alreadjr bee^ withheld. Neglect or refusal 
to make the returns involves a penalty of from $20 to $1,000, 
and an increase of 50 per cent, in the tax. A false or fraudulent 
return made with intent to evade the tax is punishable with a 
fine not exceeding $2,000, or imprisonment not exceeding one 
year, or both, together with the costs of prosecution. 

Corporations have a choice of two methods. If they file a 
return for the calendar year they are notified of the tax assessed 
against them by June 1st, and the tax must be paid by June 30th. 
If, however, they prefer to file a return for a fiscal year which 
does not coincide with the calendar j^ear, they must j)ay ‘the tax 
within one hundred and twenty days after the date upon yhich 
they are required to file a return. Taxes remaining unpaid after 
the due date and ten days’ additional notice from the collector, 
are increased 5 per cent, with interest added also. Corporations 
neglecting or refusing to make returns at the stated time, or 
making a false return, are liable to a penalty not exceeding 
$10,000. Moreover, in the case of refusal or neglect, the return 
is increased 50 per cent., and in the case of fraud 100 per cent. 
Any officer of a corporation who makes a false or fraudulent 
return is subject to a fine of $2,0p0 or imprisonment for one year, 
or both. It will be seen, therefore, that the provisions for col- 
lection of the tax are not only ample but rigid. 

VI. ,0 071 elusion. 

The income tax law of 1913 is not perfect. It is not in all 
respects well drawn, and there are not a few dark points whiph 
will require interpritation by the administrative authorities or 
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the courts. Moreover, it contains defects of omission, a» well 
as of commission. 

Many of the criticisms urged both before and after t^je passage 
of the law are indeed not valid. Thus It was maintained that 
if an income tax should be imposed, New York and the other 
wealthier States would be sure to be dfecriminated against. As a 
matter of fact, there is no discrimination in the present law, 
except that which arises from the fact that New York is^wealthier 
than other States, and therefore ought to pay -a larger sum. No 
one would think of protesting against the justice of customs 
duties because as a matter of fact large a proportion is col- 
lected from thf port of New York. , ^ 

In the same way the charge that the tax is S<;>cialistic can be 
brushed aside. It is true that we now have a graduaTied scale 
of taxatlion^ but the extremes ^f graduation are lower than in 
other countries. It is also true|that the exemption is placed at 
a 'figure which may seem excessive. It must be remembered, 
however, that this is, on the whole, in accord with the concep- 
tion of taxation that has long obtained in America. For many 
decades the great mass of State and local revenues has rested 
on the basis of the general property tax ,* the accepted principle 
of which is to exempt all those who have not accumulated 
property. Now if it is true, as is claimed, that the recipients of 
an income of $3,000 ordinarily spend* the greater part of their 
income and lay by little or nothing, the exemption of $3,000 
from aA income tax would amount to the usual exemption in- 
volve in the imposition of a general property tax. For if a man 
saves nothing from a $3,000 income, he will not be subject to a 
property tax. Whether or not it is accurate that the recipients 
of $3,000 income ordinarily spend all of it, it is probable that 
with the rising standard of life in this country, much, if any, 
saving is unlikely ; and to the extent that this is true, the 
argument for a comparatively high exemption seems to be 
defensible. Those who urge that there should be no exemption 
at all, or a very slight one, forget that they are running counter 
to the whole theory of the generaj property tax which has hitherto 
been at the basis of American fiscal policy. The $3,000 exemp- 
tion, then, does not involve any serious departure from accepted 
principles of fiscal justice. * 

The real defects of the income tax law are entirely different. 
In the first place, no attempt has been made to introduce a 
differentiation of taxation ; that is, to distinguish between the 
rate on earned and unearned incomes. Thi» scheme was indeed 
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suggested during the discussion in the shape of a formal amend- 
ment.^ But its full import seems to have been misunderstood, 
and in the haste of the elaboration of the Bill, the matter was 
allowed to drop. It must be remembered, indeed, that the 
question of differentiation of taxation was agitated in England 
for half a century ; but it is also true that differentiation was 
finally accepted before graduation — the one in 1907, the other 
in 1910. ^ In our present law, on the other hand, the principle 
of graduation has been accepted, but it still remains to introduce 
that of differentiation. It is to be hoped that this will not long 
be delayed. 2 

The .second defect in (the law is the failure to introduce 
proper administrative methods, so far as ordinary business in- 
comes are concerned. The principle of stoppage at source is 
not applicable to most of these, rit is well known hpw England 
has had to struggle with schelule I). Instead, however, of 
utilising the lessons which can be drawn from the English 
experience, the framers of our law have preferred to leave the 
matter alone on the ground that^^too much must not be attempted 
at once. It remains to be seen whether a simpje declaration 
by the taxpayer, even as amended by the Government officials, 
will suffice to prevent a repetition of the enormous frauds and 
evasions which were common to our income tax laws of the Civil 
War period. It is indeed true that the far greater part of the 
tax is to be collected according to the principle of stoppage at 
source ; but there seems to be no good reason wjiy ^uch an 
enormous loop-hole should have been left open in the cs^se of 
ordinary business returns. 

These, however, are the only important criticisms to be urged 
against the law. So far as the stoppage- at-source principle is 
concerned, we have seen that in the main it is not only defensible, 
but constitutes a distinct advance, even though it might have 
been desirable to substitute in part, at least, the information-at- 
source principle. 

Taking it all in all, the law must be pronounced an intelligent 
and well-considered effort. It .will need amendments in detail 
to make it completely equitable in principle, and fairly smooth 
in operation. But when we compare it with our preceding ven- 
tures in this field, we may *be j)roud of what has been accom- 

^ By Senator Crawford, approved by Senator Cummins. Congressional Becord^ 
pp. 4283, 4280, Aug. 27, 29, 1913. 

® Senator Williams mentioned this as well as otlier possible improvements in 
a speech beginning : “ Wljat we are doing with this income tax is a totally ^iffetent 
thing from what we hope to do some day.” CongrttssioTial Record^ p. 4189. 
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plished. Indeed, the law may be declared to be in many raspects 
superior to any other existing income tax laws. With the 
passage of time, and with the settlement by economic .science of 
some of the moot points in the theory of income, it may be 
expected that the law will gradually win its way to public 
recognition. • 

Of the wider question involved as to the probable futqre of 
the federal income tax and its position in the whole field of 
public revenue, this is no place to speak. The gradual develop- 
ment of income tajes in some of our States and the feeling that 
a large revenue from personal property or its income is needed 
by our Stafeg and municipalities rather than by oiy: federal 
government; are weighty .considerations that mi*et not be over- 
looked. It is interesting to observe that even during tfie discus- 
sion of *th4 present law the pijoposal was made that a part of 
the proceeds, at least, be retur^jed to^the States. Had not this 
suggestion emanated from a source that was undisguisedly 
opposed to the very idea of a federal income tax, it is not 
impossible that it would have redbived fuller recognition.' What- 
ever the future, however, may have in store as to the interrela- 
tions of federal and State revenue, it is probable that the income 
tax has come to stay. Let us be thankful that it has come in 
such a shape, and let us look forward with hopeful anticipation 
to a future in which the income tax’, improved and amended, 
will play its important part in bringing about greater justice in 
American t|xation. 

Edwin R. A. Seligman 

(folumbia University. 

^ According to the proposition of Senator Dillingham, who presented a joint 
resolution introduced into the Vermont legislature, the entire proceeds were to go 
to the States. Congressional Recordf Sept. 8, p. 4881. In Mr. Copley’s scheme for 
a highly graduated tax the surplus only'^was to go to the States. Ibid. p. 1214. 
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Business Cycles. By Wesley Clair Mitchell. (University of 
California Press. 1913. Quarto. Pp. 60S. Price $5.) 

Professor Mitchell’s massive work — by "far the most 
elaboratg treatise on the subject' that has yet appeared in the 
English language — must command the attention of aiP students 
of industrial fluctuations. A gre&t quantity of mateKal has been 
brought together in statistical tallies and convenient charts. This 
material has been carefully examined and set in relation to 'the 
more general facts of business history during the last twenty 
years; and on the solid foundation thus prepared Professor 
Mitchell has developed, in the third part of his work, an analysis 
of business cycles in general. I shall endeavour in this review 
to indicate in broad outline the msin drift of the author’s 
argument. 

The point of view and the method followed are made clear 
in the following passage : — “Business cycles get their economic 
interest from the changes they produce in the econormc well-being 
of the community. This well-being depends upon the prodaction 
and distribution of useful goods. But the industrial and commercial 
processes by which goods are furnished are conducted by business 
men in quest of profits. Thus the changes which affect the com- 
munity’s well-being come, not from the processes which directly 
minister to it, but from the process of making money. . . . 
Accordingly the conclusion holds that an investigation into the 
ebb and flow of contemporary economic activity must concern 
itself primarily with the phenomena of business traffic — that is, 
of money-making” (p. 26). Ii> accordance with this conception, 
Professor Mitchell, after a short discussion of the economic 
organisation of modern industrial communities and of the annals 
of business from 1890 to 1911, proceeds, in the course of some 
350 pages, to present and comment upon statistical data con- 
cerning the business cycles of 1890-1911 in the United States, 
England, France and Germany. The data have reference to the 
prices of commodities, wages, the rate of interest, the prices of 
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shares, the volume of business, the currency, the conditt)n of 
the banks, saving, investments, profits and bankruptcies. “This 
collection of statistical data has been m^de on a definite plan. 
Every chapter bears upon the crucial problem of business profits, 
either by dealing with factors which determine profits, like prices 
and the volume of trade ; or by dealing with necessai^ conditions 
of the successful quest of profits, like the currency, banfiing. and 
investment ; or by offering direct gauges of business sutjcess and 
failure, like the statistics of profits themseltes and of bank- 
ruptcies” (p. 92). 

The statistical part of Professor Mitchell’s work does not lend 
itself to detailed discussion in a review. I will, therefor^, merely 
note a few special points (1) Jn his consideratio» of prices, the 
author suggests that, in times of crisis and in times of intense 
activity, the^ordinary published tables probably understate the real 
fluctuations, because “many transactions are made on the basis 
of .Qoncessions from or additions to the standard values” (p. 93). 
(2) “The comparison of months shows that producers’ goods 
reached their highest point [of ftfice] earlier in 1907 than con- 
sumers’ goods ^ and were on the down grade several months before 
the panic broke out. Their decline in 1908 was also greater in 
degree, their recovery began sooner, and proceeded at a faster 
pace” (p. 99). (3) Professor Mitchell believes that “relative 

prices are squeezed together by the presstre of business depression, 
and spring apart when the pressure is relaxed by business activity ” 
(p. 110); All that his mathematical •argument seems to prove, 
however, is tlie obvious fact that the absolute differences prevailing 
among a number of low prices are apt to be less than those 
prevailing among a number of high prices ; and the same remark 
applies to his analogous argument about wages (p. 134). 

(4) “The common statement that during periods of depression 
bonds rise while stocks fall requires qualification. Bonds did not 
rise during the dull months January-July, 1901, and stocks did 
rise during the dull months January-September, 1908 ” (p. 208). 
An interesting account of the needed qualifications is offered. 

(5) “Hard times and unemploy^ient in Britain do not drive 
people [to emigrate] abroad so much as good times and full 
employment elsewhere attract them, or enable their friends who 
have gone before to send back passage-money. In Germany, on 
the contrary, conditions at home appear to be the factor of greatest 
weight. The dull times after 1890 led to an increase in emigra- 
tion ; and the return of prosperity led to a decrease ” (p. 226). 

(6) The output of pig-iron fluctuates much more widely than that 
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of coi*l, largely because “coal is burned every day a factory runs, 
but pig-iron and its products are bought in much greater amounts 
when faqtories and railways are striving to increase their equip- 
ment than in duller* seasons” (p. 230). (7) The amount of 

investment loans to business enterprises “falls off heavily in 
a long period of depression, and increases rapidly when prosperity 
returns. . . . The first year or two of depression may be marked 
by very heavy loans to business enterprises. But most of these 
loans represent the funding of floating debts incurred in the later 
stages of prosperity, rather than the extension of business enter- 
prises” (p.' 405). The above sentences are* taken from a large 
number^ of other interesting observations occurring* in the course 
of the statistic;j,l chapters. ^ . 

So fkr I have spoken only of the first 446 pages of Professor 
Mitcheirs work. The purpose of these pages is to provide sugges- 
tions and materials for attacking the problem of Part'lII. “This 
problem is to account for ^he rh^hmical alternations of prosperity, 
crisis, and depression which occur in the modern business world” 
(p. 449) — or, in other terms, Ao provide a descriptive analysis 
of business cycles centred about the prospect of profits. This 
problem, in my judgment, is attacked with much success. Under 
Professor Mitchell’s guidance we watch first the beginnings of 
revival after a period of depression. The business world, forget- 
ting past distresses, thinks better of the prospects of profits. 
This increasing optimism is reflected immediately in the rising 
prices of stocks and in an increase in physical productivity. But^ 
commodity prices, for some time yet, remain low, fcd may even 
fall a little, since it costs less per unit of product to produce ^nearly 
up to the full capacity of a plant than to work at half pressure. 
Soon, however, a critical point is reached, after which extra output, 
involves higher prices. Eaw materials rise most, then partly 
finished goods, then finished goods at wholesale; while retail 
prices are the steadiest of all. The movement spreads from one 
industry to another as prosperity breeds confidence. “Perhaps 
the buoyancy of a grocer gives a lumber dealer no adequate reason 
for altering his conservative attitude towards the business projects 
upon which he must pass judgrnent. Yet, in despite of logic, he 
will be the readier to buy if his acquaintances in any line of trade 
have become aggressively confident of the’ future. The fllidamental 
conditions affecting his own business may remain the same, but 
his conduct is altered because he sees the old facts in a new 
emotional perspective ” (p. 455). As the boom progresses, in- 
creasing demands .for loans and labour raise the discount ^rate 
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and the rate of wages — the latter in reality even more thftn in 
appearance, because inferior workmen have to be called into 
employment. These things mean increasing costs and^ check 
the profitableness of further expansion. Professor Mitchell speaks 
of them as strains that are, in the end, responsible for the break- 
up of the boom. Jn arguing thus he ignores the influence of the 
business world’s discovery that some investments have been made 
in an over-sanguine spirit, which, when it occurs, must over- 
throw confidence and foster a downward movement. As regards 
the process of this movement, however. Professor MitcheH’s 
guidance is sure. The important part played by the policy of 
the banking system in determining whether or not thg corner 
can be turned ^ without the oiitburst of a mon^ary panic is 
very clearly brought out ; and the development of the degression 
that follows is described as carefully and with the same full know- 
ledge as the*budding prosperity l^om which it emerged, and to 
which, as the clouds of business pessimism disperse, it will 
again return. 

These summary remarks, it need hardly be said, give the 
merest skeleton of Professor Mitchell’s analysis. Hence, though 
I have refraineli from certain minor criticisms that might have 
been made, they inevitably do injustice to his work. For the 
great value of this lies in its realism and concreteness — in the fact 
that the skeleton does not appear as a •skeleton, but as a being 
of flesh who lives and moves. In displaying him with such vivid- 
ness, force and care. Professor Mitchell has deserved the thanks 
of all economic students. The University of California may be 
congratulated very heartily on the publication of this third volume 
of its Memoirs. 

A. C. PiGOU 

Les Grises Industrielles en Angleterrc. By Michel Tougan- 
Baranowsky. Translated from the second and revised 
Eussian edition by Joseph Schapiro. (Paris : Giard and 
Brifere. 1913. Pp. 476. 12 francs.) 

Les Crises Periodiques de Surproduction, By Albert Aftalion, 
Professor of the Faculty of Law at the University of Lille. 
(Paris |LJdarcel EivLfere. 1913. 2 vols. Pp. 324 + 418. 

16 francs.) 

It is with some misgiving that one opens a new work on 
commercial crises. One can hardly avoid expecting to find the 
same professed reference to facts followed by ^ the same retreat 
No. 98. — VOL. xyjv o 
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ipto% maze of superstitious word- weaving — the same determina- 
tion to burrow below mere monetary phenomena followed by the 
same relapse into monetary terms at all critical stages of the 
argument. And in the present instances one is only to a limited 
extent disabused. 

M. Baranowsky’s celebrated history of English crises, first 
published in 1894, has become the starting-point for a whole 
school of German speculation on the subject, so that its appearance 
in a new language, with the narrative brought up to date and 
the theoretical portions revised by the author, is a matter of some 
interest. Yet it must be confessed that’ there is a certain 
sketchijiess about each of, the three parts into which the work is 
divided, as weU as a certain lack pf cohesion between them, which 
in view of the length and solidity of the volume is somewhat 
disappointing. 

The first part consists of a historical review of finglish crises 
from 1825 to 1907. It contains a mass of information agreeably 
presented, and certain features, especially the relative importance 
on various occasions of domestic and foreign influences, are well 
brought out. In view, however, of the criticism directed in the 
second part against Juglar and other writers for Iheir preoccupa- 
tion with phenomena of circulation and credit, it is rather dis- 
appointing to find that the author’s own narrative deals almost 
exclusively with such phenomena, and that little or no attempt 
is made to discuss the fluctuations of production or consumption. 
It is difficult, moreover, to reconcile the two main inferences which 
he draws from his historical study — the intimate connection of 
crises with the system of capitalistic or “roundabout” production, 
and their diminished severity in England as the output of pro- 
duction goods has increased in importance compared with that 
of consumption goods. His contention that the former are pro- 
duced mainly for special order loses much of its force when we 
consider the {ex hypothesi) large variability of the demands of 
those by whom the special orders are given. 

The third part of the book is also historical, and deals with 
the social reactions of industrial fluctuations. A number of 
different topics, including Chartism, the cotton famine, and the 
Trafalgar Square riots, are discussed in some detail. The main 
upshot would appear to he the tendency to a correspondence 
between the alternations of industrial boom and depression with 
the alternations of purely trade and quasi-revolutionary action on 
the part of the working classes ; but in spite of the wealth of 
erudition displayed, the impression conveyed is rather one of & 
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readable series of isolated historical essays than of an illumiifating 
study in proper perspective of the complex aspects of the working- 
class movement. The most interesting passage is that in which 
the author points out the weakening in recent years of the old 
correlation between the curves of unemployment and of money 
wages, marriage-cate, pauperism, and other indices of wurking- 
class prosperity. This he attributes, probably with some justice, 
to the increased power of trade organisations; but it does not 
occur to him to ask whether the stability of money wages, etc., 
thus attained is not dearly paid for by avoidably large fluctuations 
in employment — a question rendered more pertinent by the 
ominous fact ‘to which he draws attpntion, that the gurve of 
criminality rose enormously^ during the 1908-9 depsession. 

Between these two historical studies the author sandwiehes his 
theoreticaft explanation. The first chapter is occupied largely with 
an exposure of the classical doctrine of markets which appears 
to be based on a pure misunderstanding. With a great flourish 
of trumpets, M. Baranowsky announces his “paradoxical’* dis- 
covery that, owing to the accumulation of fixed capital, the 
aggregate production in a Society may exceed its aggregate revenue 
in consumable goods without a rupture of equilibrium between 
demand in general and supply in general. But there seems no 
reason to believe that the classical school in its most abstracted 
moments was unaware that while the consumable capital annually 
“saved ” is consumed by the makers of the instrumental goods for 
♦which it -is in effect exchanged, these instrumental goods them- 
selves |bre consumed, i.c., held in use, by the capitalist class ; and 
it seems almost equally difficult to credit that the crowd of honest 
Germans who throng M. Baranowsky ’s triumphal car really 
believe that his suggested compromise between the classical and 
the Sismondian laws of markets solves the analytical difficulty. 

It is, however, M. Baranowsky’ s own self-satisfaction with his 
discovery which prevents him from attempting to explain further 
the precise nature of that over-investment in the means of pro- 
duction upon which he rightly insists as the dominant cause of 
modern fluctuations. He is content to assume its reality, and 
to explain its periodicity by the irregularity of the flow of savings 
into permanent investment. During the depression the incomes 
of the salaried and capitalistic classes*are allowed to accumulate ; 
but at length “un moment doit arriver” (we are not told when 
or why) when they become restive under their captivity in banks 
and government securities, and force their way into permanent 
investment until they are all exhausted, and tthe source of the 

0 a 
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demaaid for instrumental goods having dried up, over-production 
and renewed hoarding result. 

So it all a matter of money, of stocks of gold and structures 
of credit, after all ! it is tantalising that M. Baranowsky should 
be so near and yet so far. If only it had struck him that the 
fundamental aspect of the crisis is the failure f not of monetary 
purchasing-power, but of the real savings of consumable goods, 
the needed consistency might have been brought into his work : 
and it might have occurred to him, among other things, that the 
excesses of' the boom being due not merely to the- automatic 
savings of individual capitalists w^ho cannot think what to do 
with their surplus income^, but to the genuine uncertainty of the 
future yield o^ present investment, the disappearance of crises is 
by no liieans certain under the collectivist regime upon which, in 
conclusion, he pins his faith. Meanwhile, we may be grateful 
to him for his patient research [ind for his suggestive, if not very 
robust, excursions into abstract reasoning. 

To turn now to M. Aftalion. Like the aged crone in Steven- 
son’s fable, he sings a song cas long as years, and it must be 
confessed that the wind sometimes whirls him widdershins on 
the beach. Yet I do not think any patient reader will deny that 
this is, on the whole, very much the most suggestive and original 
work that has yet appeared on this most iinjvjrtant problem. 
M. Aftalion starts well by announcing his intention of eschewing 
vague and miscellaneous narrative and of relying for his results 
upon statistical evidence on the one hand and pure -economic 
reasoning on the other. Accordingly, his first three books are 
occupied with a statistical study of the fluctuations respectively 
of prices, incomes and costs, or (inversely) productivity (w^hat the 
late Dr. Pierson wnuld have called labour -price). From this 
study (in which he is a good deal embarrassed by the inadequacy 
of the price-statistics furnished by the French Commission des 
Valeurs de douane) the author draws three main conclusions : 
that the movements of price dictate those of the other phenomena ; 
that these movements, while most persistent in the instrumental 
trades, are apparent also, as a rule, in those cnnsumptive trades 
which are organised for production on a large scale ; and that 
the fluctuations in profits are greater and those in costs less than 
the fluctuations in price. • 

In the next book M. Aftalion turns to a criticism of current 
theories. He exposes well the sophistries of those who try to 
make their peace with the law of markets by supposing an 
over-production in one industry to be in some manner “generated 
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by repercussion” among the rest. The “ under-consumptiontsts ” 
are demolished ; and the fluctuations in credit and in the vdlume 
of savings are declared to be the effect •and not the* cause of 
those in general prices. His criticism of the “savings” theory, 
however, is somewhat confused : while in one place he rebuts 
RI. Baranowsky’s contention of the deadly effect of the exhaustion 
of savings by an appeal to the principle that “the source of 
demand for commodities is simply commodities,” he never else- 
where challenges that author’s asouraption that raw savings exist 
simply in the form of bank-balances, etc., and not of consumable 
goods. That^ M. Aftalion’s mind is Aever clear on this point is 
shown by the naivete with which he sjJeaks of a purchasihg-power 
superior during the depression to the volume (not of consumption^ 
but) of production, and by a lamentable cliapter in a later book, 
in which htj discusses what he |;alls fonds de subsistances as a 
phenomena quite distinct from epargnss, and makes the curious 
statement that they are deficient at the turning-point of the 
depression and abundant at the^ moment of the crisis. In his 
discussion of saving, M. Aftalion is already on the outskirts of 
that monetary miasma which, throughout large tracts of the 
second volume, almost wholly conceals his mental processes from 
view. 

This second volume begins with a, discussion (supported by 
much statistical evidence of varying novelty and value) of the 
fluctuations of production, which contains some of M. Aftalion’s 
• most valuable and distinctive work. He finds that the curve of 
production of fixed capital does not coincide with that of aggregate 
production and general prices, but lags behind it by an interval 
of from one to three years ; and he infers that the intense demand 
both for consumable and for fresh instrumental goods is prolonged, 
and the ultimate over-supply (whatever that may be held to mean) 
of both aggravated by the length of the period of production, i.e., 
by the length of time which, under a regime of roundabout produc- 
tion, must elapse before fresh consumable goods can be brought 
in any considerable quantities to the birth. This is, of course, 
in reality an aspect of that doctrine of quasi-rent long familiar to 
English readers ; but it has not, I think, previously been explicitly 
invoked by writers on this subject to explain the periodicity of 
trade fluctuations, . and its importance is manifest. In this con- 
nection, the figures given by M. Aftalion from the Statistique de 
V Industrie Mindrale of the horse-power of the machinery in use 
in various industries are of considerable interest. 

There remains, however, the difficulty of tLe shortness of the 
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period of production compared with the length of the trade cycle. 
For example, a study of the English cotton-spinning and ship- 
building trades shows that the period in these trades rarely exceeds 
eighteen months.^ M. Aftalion is no doubt right in invoking the 
movement of demand, though he does so in a half-hearted and 
rather confused fashion. His determination to ignore agricultural 
influences, his oblivion of the existence of stocks of real capital 
the proportion of which, directed to investment, may be altered, 
for instance, by some great invention, and above all his haziness 
as to what the revenue or purchasing-power of a society really 
consists in, all prevent him from admitting the proba^bility of large 
fluctuatibns in demand. The matter cannot be argued at length 
in a review ; but it may be remarked, by the way, that one great 
advantage of M. Aftalion’s theory, an advantage whic^ he does 
not himself appreciate, is to sugj^est how several successive inde- 
pendent ripples of demand may be made by the period of produc- 
tion to coalesce into the appearance of one long continuous wave. 

In his tenth book, M. Aftalion introduces us to his second 
leading conception. The ultimate consequence of the long period 
of production is a general over-production, in the seifse of a general 
lowering of marginal utilities, indicated by a general fall of prices. 
With the vindication of the law of markets only some three or 
four hundred pages back sfill comparatively fresh in our minds, we 
are at once impelled to ask why anybody should be depressed at 
this, since values in exchange are unaltered and total utilities 
are increased. But M. Aftalion is not to be hurried : in a series 
of chapters of almost unbearable perversity, be first turns upon 
his old ally the law of markets, and proves, with the aid of a 
number of pictures of straight lines, that a surproducfion of one 
commodity does not necessarily lead to a sous -production ^ in the 
sense of an actual decrease of production, of any other — a proposi- 
tion never, so far as I know, maintained by anyone — and then 
discusses the relation of his theory to the quantity theory of 
money. He does not dispute the validity of the latter over long 
periods, but maintains that within the trade cycle its action is 
superseded by the variations in the “intensity of. wants ” ; though, 
indeed, it does not appear what there is inconsistent with the 
quantity theory in his contention, for the “novelty” of which 
he apologises in many pages of his most persuasive French, that 
other things being equal an increase in the aggregate of produc- 
tion will lead to a fall in the index-number of general prices. 

^ M. Affcalion’s grouping of years into i>eriods of large and small produotioi^ of 
^ad capital seems sothewhat arbitrary. The annual figures perhaps indicate a 
Sorter period than he is willing to admit. 
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Probably all that he means to express is that the marginal Utility 
of money is more constant between boom and depression than that 
of commodities ; but since this is apparentiiy the source ^f all the 
trouble, it is not clear why he should regard it as either desirable 
or inevitable. The fact is that M. Aft alien in this book succumbs 
almost without a struggle to the natural tendency of Man the 
Producer to regard abundance as in itself an evil. As is so often 
the case, his mental vices are most naked when he relapses into 
poetical expression — to wit, an unfortunate series of metaphors 
in which the flow -of commodities is compared successively to 
a swarm of malignant microbes and* to the flow of calories by 
which a room m “fatally overheated.” ^Moreover, the wlM)le prgu- 
ment is obscured by a confusioh between the denf&nd for money 
in the t^o senses of the amount of present commodities and the 
amount of iuture money which ^ill be offered for a unit of com- 
modity — a confusion which leads him to suggest that during the 
depression there is a plethora and not a scarcity of effective cur- 
rency. Only once in this discussion does M. Aftalion emerge into 
full daylight — in an effective criticism of Professor Fisher’s 
elaborate “equation of exchange” as a mere constatation and as 
throwing no light on the initial origin of periodic disturbance. 

But in Book X., chapter viii., he pulls himself together, and 
makes one of his most pregnant and searching suggestions. The 
trouble, it is now suggested, is due not to the mere decline in 
the marginal utility of commodities, but to a rupture of equi- 
librium beWeen their marginal utility and marginal cost of 
prodilction. The six pages in which this theory is presented are 
worth in some ways the whole of the rest of the two volumes. 
They seem in effect to contain in embryo three separate pro- 
positions. (1) Owing to the stability of money-rates of wages 
and interest, the entrepreneur finds his real expenses fall less 
rapidly than his real return. Since industrial policy is in his 
hands, he either, by withholding stocks and maintaining a com- 
paratively high level of prices, imposes a kind of compulsory 
saving upon rentier and workman, or else, by restriction of 
production, succeeds finally in diminishing their real incomes; 
|n either case what seems at first sight a mere transference of 
purchasing power leads, owing to the specialisation of productive 
functions, to a net diminution of cbnsumption, (2) During the 
depression the expenditure of effort, owing to a miscalculation of 
its productivity, is greater than is desirable if — not the total but 
the net satisfaction derived from commodities is to be as great 
as possible* Now there seems a good deal of reason to suppose 
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that this is true during, at any rate, the latter part of the boom ; 
but the loud complaints of want of employment seem to disprove 
the existence during the depression of that high value attached 
to immunity from effort as compared with material wealth which 
the theory requires. It explains why consumption should fall 
off somewhat during the depression,” but it does not (especially 
when we regard the accumulation of stocks) assist at all in ex- 
plaining the features of depression as we know them : nor, so 
far as one can see, does M, Aftalion, though he suggests it, ever 
explicitly affirm that it does. (3) But finally, and most important, 
a large proportion of the real costs have been alre^tdy expended 
during the boom, and are*, as it were, crystallised in the form 
of fixed capital.' The problem of the meaning of over-investment 
is solved : it is simply the failure to secure the equality through 
time of the marginal utility of cc^sumable goods. 

It is not, indeed, clear how definite these propositions are in 
M. Aftalion’s mind. Probably he is too hazy as to the real nature 
of saving and too little aware of the importance of consumption 
instead of price as the ultimate test of prosperity to realise their 
full bearing. Certainly he does not see that the cmly legitimate 
inference from the third is that all cause for depression is over 
at the end of the period of “prosperity,” and that the “depression ” 
might be a time of roaring prosperity if only everybody would 
work as hard and produce and sell as much as possible. If he 
has an uneasy feeling that this is not true, it is owing to the 
natural instincts of Man the Producer and not to the realisation 
that a heavier indictment can be brought against the Ijstw of 
markets than any which he or M. Baranowsky have devised — the 
indictment that it also thinks too much about price, or rather 
about relative values, and too little about those changes in the 
volume of production and consumption which, in accordance with 
varying elasticities of demand, are likely to arise in a rSgime of 
division of labour from variations in the ratio of exchange. But 
that is another story : at any rate, it is this chapter, taken in 
conjunction with his earlier disquisition on the period of produc- 
tion, which justifies in the eyes of the present .writer the claim 
of M. Aftalion’s work to be regarded as the most suggestive 
contribution, except perhaps that of cJevons, ever made to a 
constructive theory of fluctuations. 

But alas ! when it is over, M. Aftalion retires into his cloud. 
One piece of argument is worth reproducing at some length. 
Why is it, he asks, that during the depression the slight decrease 
which he detects in*aggregate production does not lead to a dheck 
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in the fall of the index-number of general prices? Well, he 
replies, in the first place, it is only the production of instrumental 
goods that diminishes, and this could not be expected* to affect 
the general price-index, which is compiled chiefly from consum- 
able goods. (Has he forgotten already both his contention of 
the exceptional!^ large fluctuations in the price of instrumental 
goods, and consequently the probability of their large influence 
on the course of any ordinary index-number, and also hirf assertion 
ot the participation of most consumable goods in price-fluctua- 
tions?) Secondly (and in direct contradiction!), the aggregate 
income of society depends in part on the aggregate of goods sold, 
so that the diminution in production pro tanto decreases expend- 
able income' and aggravates the fall in price. Thirdly ^ if it is 
suggested that the reduced expenditure by non-instrumental pro- 
ducers on •instrumental goods ^will leave a larger surplus for 
expenditure on consumable goods and, so raise their price, it is 
replied that the demand for consumable goods does not respond 
to this influence, and that owing to the diminution in money 
incomes (which, in view of th^ increase in non-instrumental 
production, is»merely another aspect of that fall of price of which 
it is here invoked as the cause) money will be hoarded — in other 
words, there will be a scarcity, and not (as previously suggested) 
a plethora of available currency. 

But it is never fair to follow a gifted writer into the purlieus 
of his own brain. It is better to conclude by once more thanking 
M. Aftalionrfor the force and pregnancy of his two idies mattresses 
— the period of production and the rupture of equilibrium between 
effort and result, — to pray for further statistical discussion of the 
former and further analytical development of the latter, and to 
commend him for his reminder to M. Baranowsky and the 
Socialists that it is in capitalism as an economic and not merely 
as a juridical system that the seeds of crises are inherent. 

D. H. Eobertson 

British Budgets, 1887-8 to 1912-13. By Bernard Mallet, C.B. 

(London: Macmillan & Co. 1913. Pp. xxiv. +511. Price 

12s. net.) 

The aim of this book is to carry on to our own time the work 
begun by Northcote’s Twenty Years of Financial Policy, and 
continued to 1886 by Mr. Sydney Buxton’s Finance and Politics, 
The first 350 pages give a convenient account of Goschen’s six 
Budgets, Harcourt’s three, Sir Michael Hicks-Beach’s seven, 
C. T. Eitchie’sone, Mr. Austen Chamberlain’s two, Mr. Asquith’s 
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three, and Mr. Lloyd George’s four. The next fifty-eight pages 
give the actual figures of these twenty-six Budgets, an(| are fol- 
lowed by sixty-two pages modestly entitled “Notes on the 
succeeding Tables.” Then come twenty-four tables, most of which 
give comparative details for the twenty-six-year period. 

We can imagine Mr. Mallet, who now re6ords our births, 
marriages, diseases, and deaths, looking across the quadrangle of 
Somerset- House to his old quarters with some regret for his 
former more exciting occupation of tax-gatherer. The most odious 
occupations inspire a certain professional pri^e in the minds of 
those who follow them, SkUd the art of extracting money by 
compuls(p 7 methods has certainly flourished exc^eclingly in the 
last quarter oi a century. In that period the revenue of the 
United *Kingdom from taxes in the ordinary sense of the word 
has very nearly doubled, and that does not include millions 
compulsorily collected froip employers for sickness and unemploy- 
ment insurance, which Mr. Mallet suggests may some time be 
found to have shown how to get over the difficulty of collecting 
income-taxes from small income-receivers. 

Table I. (which would, I think, have been much improved 
by distributing the Local Taxation subsidies between their various 
sources) shows how the thing has been done. The observation 
of Swift’s friend that in the arithmetic of the Customs two and 
two did not make four but something less, aided by the prevalent 
objection to taxing necessaries, has prevented the Customs and 
Excise from increasing more than by nearly one-half ,j3ut both the 
income-tax and the property-tax which is levied at irregular in- 
tervals and known as the death-duties, have a little more than 
trebled in their yield, providing between them no less than 47 
millions in excess of what they brought in at the beginning of the 
period. Of this sum I gather that about 30 millions is due to the 
changes in rates and graduation which have been introduced. If 
the death-duties had remained unaltered, their yield, instead of 
nearly doubling, would have been nearly stationary since the 
beginning of the present century, the most obvious cause 
being the great depreciation in the capital-value of nearly all 
kinds of property which has taken place in consequence of the 
rise of the current rate of interest. If w^ may regard that pheno- 
menon as a temporary one, to be followed now by a rise to the 
level of 1898, we may expect to see in the next dozen years 
or so an enormous rise in the yield of the death-duties above the 
present amount of 26 millions, if the existing rates remain 
unaltered. • * 
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Where does 111 the additional money go to? The army and 
navy expense has increased just 40 millions, and the “Social 
Services” expense (Education, Old-age Pensions, LaBour Ex- 
changes, and Insurance Commissions) about SOJ millions. It 
may perhaps be^ suggested that the South African War falls 
within the twenty-six-year period and somewhat vitiates the 30 m- 
parison, inasmuch as it was largely financed by borrowing which 
has not yet been repaid ; it does not.^seem unreasonable, however, 
to regard the extra cost as having been met bj* the whole of the 
annual redemptions-of debt which have taken place in the period, 
including the years before the war, andtliese very nearly balance it. 

In face of such figures, Mr. Mallet treads delicateljP, aa well 
he may, when he thinks of tKe various feelings which they 
give rise^in the breasts of different parties. He shows some 
hankering after principles whicl^ might command the agreement 
which in a simpler age was apparently obtained by rules of 
thutnb like “half from direct and half from indirect taxation.” 
But the day for that is over. No principle will henceforth be 
recognised except that changes should promote the general good 
of the nation,* and we cannot expect that to help us much ; the 
difficulty lies in the application. The growing conviction that 
international anarchy, every now and then breaking into open war, 
is a stupid survival of barbarism mvojves a belief that our 72 
millions of military and naval expenditure are “waste,” but that 
is no help at all in the decision of the question whether, as things 
are, the amount ought to be diminished or increased. It is all 
very ypell to say that the amount of the national revenue and 
the sources from which it is drawn must be determined by a 
comparison of the advantages of different courses, but that does 
not help us much in deciding whether to institute a system of 
State insurance against sickness, or whether to collect the neces- 
sary money for it by a graduated income-tax or by a flat poll-tax. 
In Mr. Mallet’s descriptions of the Budget speeches of the 
Chancellors of the Exchequer and the debates to which they give 
occasion, we see a people slowly feeling its way, and, on the whole, 
making progress,. though it does occasionally bump heavily against 
an unexpected obstacle, and sometimes finds itself in a blind alley 
from the end of which H has to return. 

How much expert assistance it gets from its Civil Service is 
not very apparent in Mr. Mallet’s book. The time has not yet 
come when it will cease to be indiscreet to reveal that So-and-So 
when Chancellor of the Exchequer, revered by his own party and 
reviled by the other, was mere clay in the haffids of the powerful 
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Permanent Secretary of the Treasury, and that Such-an-One, 
being dissatisfied with the Treasury’s inability or unwillingness 
to providVi new sources^ of revenue, sent for Blank of the Inland 
Kevenue Board, who devised the scheme henceforth associated 
with Such-an-One’s name, though he, in fact, always misunder- 
stood its main principle. Of the seven Chancellors, Goschen was 
the only expert, and the example which he furnishes is not very 
favourable to the demand sometimes heard, that the office should 
be held by an expert. He was unable to carry out his ideas in 
their entirety, and his half-success in carrying them out confused 
the national finances for nineteen years, and still hppelessly con- 
fuses thecfinance of the localities. The system by Which the expert 
sits unkpown "Sud able to attend to his work without the distrac- 
tions caused by popularity and unpopularity seems a gj^d one — 
if only it can be guaranteed th^t the expert is expert, a jxjint 
on which the present arrangements can scarcely be regarded as 
altogether satisfactory. 

The book will be extremely useful to politicians, and that not 
so much by giving them something to say, as by warning them 
not to give utterance to banalities which are already worn out. 
The student will find the comparative tables an immense aid in 
his researches. 

I notice a few misprints, none worth recording except, on 
p. 415, “Professor Bastable Marshall.” 

Edwin Cannan 

Statistics. By the late Sir Egbert Giffen, K.C.B., LL.D., 
P.E.S. Edited, with an Introduction, by H. Higgs, C.B., 
and G. U. Yule. (London: Macmillan & Co., 1913. 
Pp. 485. 12^. net.) 

After his retirement from the Board of Trade, in ]897y Giffen 
took up the project of writing a descriptive and explanatory 
handbook on public statistics, and during the years 1898-1900 pro- 
duced the treatise which is here published ; but he put the un- 
completed work aside and postponed again and again its continua- 
tion or revision; finally the manuscript was found among his 
papers and has been edited without substantial alteration or any 
attempt to complete it. The book suffers greatly from the want 
of compression, arrangement, and re-writing by the author; but 
his main line of thought is quite clear, and, while the intended 
chapters on technique are only represented by a scrappy discussion 
of tabulation, the principal part, which reviews seventeen branches 
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of statistics successively, is practically complete. The editors are 
to be congratulated on the accomplishment of a difiScult and 
laborious task with judgment and success. * 

All who knew Giffen, whether personally or only from his 
writings, will be very glad to turn over these pages and recog- 
nise in them all his familiar traits, his turns of expression, and 
his outlook on economic problems ; but they will find very liitle 
that is new to them either in facts or ideas. On the other hand, 
the student of descriptive economics, who has not had such 
opportunities, can derive great benefit from this book if he will 
read it thoughtfully wdth a modern issue of the Statistical 
Abstract at his hand. Statistical information has been developed 
and improved in many ways sinpe 1900, and severaJU pages, as the 
author wrote them, are no longer applicable ; but essential tnethods 
are uncha^^ed, there is still need for knowledge and experience 
in drawing true lessons and avoiding mistakes when handling 
official statistics, and perhaps no one fias ever had quite so sure 
a touch and so developed a statistical sense in drawing the maxi- 
mum of ascertained fact out of a camplexity of imperfect numerical 
data as had Giffen at his best. 

In most cliapters some account is given of the discussions 
on economic questions which have been based on the statistics 
described ; thus allusion is made to vaccination under death 
statistics, to free trade under imports and exports, to the suffi- 
ciency of the world’s supply of wheat under agriculture, of coal 
^ under mineral statistics, and so on ; bimetallism and the banking- 
reserve also Ifind places. These digressions are fragmentary and 
not always illuminating, but they emphasise in a very significant 
way the importance of statistics to the economic student. 

A useful distinction is made between administrative and socio- 
logical statistics, based on interesting historical accounts of the 
origin and development of various branches of statistics. In fact, 
in most of those cases where statistics reach back for more than 
a generation, they were established simply for purposes of admini- 
stration, e.g.y so that the Treasury should have material for 
estimates, or that local and detailed official work might be checked ; 
and these records* must be continued in the same form. Thus it 
happens, and will happen, that officially compiled information 
very generally does not ^follow the .lines that the economic in- 
vestigator needs, and it is quite important that the divergencies 
should be realised in detail. Unfortunately, though our author 
is full of cautions and suggestions of possibilities of error, he never 
gives any means of measuring the numerical effect of the differ- 
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ences between the ideal and actual information. The application 
of statistics, then, remains a matter of judgment, not of scientific 
analysis j that this should be so is completely characteristic of 
Giffen’s work and metliods. 

A. L. Bowlby 

The_ Farm Labourer: The History of a Modern Problem. By 
0. JocELTN Dunlop. (London : Fisher Unwin. 1913. 
Pp. 260.) . 

The Land Hunger : Life under Monopoly. ■ Descriptive letters, 
&c., with an Introduction by Mrs. Cobden IJnwin and an 
Essay by Mr. Brougham Villiers. (London ; ‘Fisher Unwin. 
1913. Pf;. 232.) • • 

The Tyranny of the Countryside. By F. E. Green. yfLondon : 
Fisher Unwin. 1913. Pp.' 261.) * 

Miss Dunlop’s book makes very attractive reading. The 
style is terse, the matter interesting, and the Writer follows 
throughout the excellent plan <of giving exact references to the 
authorities from which her statements are derived. The book 
on analysis divides into three parts : conditions before 1816, 
1815 to 1880, present-day problems. The second part (Chaps. 
3 to 5) is, without doubt, the strongest. The writer here draws 
with just liberality on h^r original authorities, in particular the 
Reports of Committees and Commissioners, concerning the Poor 
Laws, Allotments of Land, and the Employment of^ Women and 
Children in Agriculture. The tale of the Agricultural Unipus in 
the ’seventies is told directly from the contemporary literature, 
from the Labourers’ Union Chronicle, The Times, The Con- 
gregationalist , and Joseph Arch’s Story of His Life. It is 
surprising that, in the earlier portions of her book. Miss Dunlop 
neglects the richest mine of all — the manifold writings of William 
Cobbett. 

“If all England had been like Northumberland,” said Mr. 
Tufnell, “this Commission [i.e., on the Employment of Women 
and Children in Agriculture, 1867-9] ought not to have been 
issued ” ; and throughout her book the writer justly emphasises 
the difference between the North an^ the South of England. 
The North never had in any degree the curse of Speenhamland. 
Life there was rough and keen, but food was wholesome and 
there was cheap fuel for cooking and warmth and the drying of 
clothes. The problem of a landless labour was solved,” says 
Miss Dunlop of the North, “by higher wages, while still in tjie’ 
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South every solution but higher wages was being desperately 
tried.” But was the South altogether to blanne? It must not 
be forgotten that the big industrial chapges, in partisular the 
growth of textile factories, had literally tom asunder the tissues 
of village, life in the South. Spinning and weaving, as Cobbett 
pointed out, were tbragged northwards by, the Lords of tjie Spin- 
ning Jenny and the Loom ; but girls went on being bom iE the ' 
South, and were driven to the fields for work which injured them 
and their homes, at the same time that it depressed the wages 
of their men-folk. And there were dark spots, too, in the agri- 
cultural North, of which Miss Dunlop says nothing, particularly 
in those hundreds of little farms on which the hand-loouj weavers 
in the ’thirties and ’forties staved off for a time famine and death. 

In the concluding chapters on the modem problem, the writer 
speaks nfla^rately of landlords, recognising, for example, that 
where cottages are good they are generally in the hands of big 
landlords. She is very sanguine as to the possibilities of small 
holdings, and leans rather too fondly on the authority of Dr. Levy. 
But it is the opening chapter of »the book which constitutes, to 
our judgment,, the most disputable part. She accepts what we 
may call the theory of a cataclysm, a “before” and “after” 
the dividing line of the year 1760. “It was then,” she -writes, 
“that economic changes set in, which, with the assistance of 
an ignorant ruling class, transformed a' prosperous and -vigorous 
peasantry into a mere proletariate, ever on the verge of pauperism.” 

, Was the- change anything like so catastrophic? It is remarkably 
hard Jo find* proof for this from individual counties or estates. 
Is the writer really satisfied with her evidence to the effect that 
the later enclosures caused depopulation in hundreds of -villages? 
She speaks of the old days when the smallholder had a good 
industrial market at his door for meat, fruit, vegetables, and 
dairy produce. But was it not just in these departments of 
agriculture, in the fruit county of Kent, in the dairying county 
of Cheshire, in the orchard districts of the West of England, 
in Devonshire, Essex, and Lancashire, with their adjacent 
industrial population, that the old common cultivation had already 
before 1760 for th’e most part disappeared ? 

The Land Hunger is^ a book of a different order. Dedicated 
to Richard Cobden by his daughter, Mrs. Cobden Unwin, it opens 
with an introduction which contains excerpts from the -speeches 
of that infallible prophet. Prominent are his views on the Land 
Tax: “Would you believe that the Land Tax, in its origin, 
was nothing but a commutation rent charge ^to be paid to the 
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State by the landowners, in consideration of the Crown giving 
up all the feudal tenures and services by which they held the 
land? IJes. Exactly 149 years ago [he was speaking in 1841], 
when the landed aristocracy got possession of the Throne in the 
person of King William, at our glorious revolution, they got 
rid of all the old feudal tenures and services . . . which yielded 
the whole revenue of the State ; and besides which the land had 
to find .soldiers and maintain them.” History tells a rather 
different tale. The feudal dues were replaced in 1660 by a grant 
of £1,200,000 from Customs and Excise, and they by no means 
represented the whole revenue of the State. When the Land Tax 
was im^sed in 1692, personal, as well as real, ^property was 
intended to pay. But, as on other occasions, personal property 
slipped ’out, and land came to bear the whole. When Pitt imposed 
his Income Tax in 1798, he did what the authors of/the Land 
Tax had failed to do, he imposed a tax which extended alike to 
the rent of land and the profits of industry. Nobody hated 
income tax more than Cobden and his followers. The book 
concludes with an essay by r Mr. Brougham Villiers on the 
Eemaking of England. In a few pages he finds ^space for most 
things, for the iniquities of the leasehold system in our towns 
and the tyranny of landlords in the country. Of the things that 
really matter — the fertility of the soil and the welfare of the 
labourer — “the landlords'of England,” says Mr. Villiers, “have no 
idea.” “Any improvement in our land laws that would enable 
native smallholders to do for us what the Danes are doing now^ 
would be a gain to the nation at large.” But though j^asant 
proprietorship is the corner-stone of the Danish land system, 
Mr. Villiers will have none of it for England; for “ownership 
of land implies the power to sell or mortgage, and leaves the 
door open to a revival of landlordism by syndicates or millionaires 
buying up the peasant holdings.” He concludes with a rap for 
Mr. Wedgewood and the single taxers. What Mr. Villiers would 
do on the constructive side, if he were made dictator, is not very 
clear. After breaking the landlords and breaking the big farmers 
and breaking the hunts, he would apparently buy up land through 
the local authorities (taking care not to pay too* much for it), and 
then? — well, we must wait and see. “What we want,” he says, 
“is not doctrines, but freedom for the new English life to replace 
the old.” 

Letters from living people in different parts of England and 
Scotland constitute the middle part of the book. Unless the 
writers’ memorieg^ have strangely misled them, these letters |re' 
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evidence of sad features in our rural economy. Look at it as 
we will, the case of the Highland crofters is k tragedy. The 
Crofters’ Act of 1886 and the Pentland Act of 1911 certainly came 
none too soon. The Highlands are losing their population, without 
a doubt. How far this is due to the ruthlessness* of landowners 
and how far to wider causes, such as the superior attractions of 
life in the towns and the colonies, is a question which, unfor- 
tunately, cannot be answered by appeal to isolated elatnples. 
The so-called “constructive” letters from EngliSh correspondents 
are not very helpful. One proposes Garden Villages for the 
Million, another a National Land Trust for the purchase of farms 
voluntarily puf on the market. A lady, who has been s»ccessful 
with goatlings and their milk, is of opinion that, if 5mall jBxperi- 
ments like these were extended through the counties, it would be 
the salvatihs of England. But we must not close on a note of 
banter. Idealism is a very precious thii^g to a country. Contact 
with- the land excites it as nothing else does. Our quarrel with 
land reformers is rather that they hope for too much from the 
mere destruction of the present system, and underrate the enor- 
mous call which will be made on them, if ever they come into 
power, for technical knowledge and sober scientific organisation. 

Mr. Green’s book is very personal and very eloquent. He 
relates conversations with labourers and others who have suffered 
at the hands of unjust and ungenerous landlords, he has a flaming 
chapter on the Eox and the Hen, and an amusing one on 
Village Politics, from which we extract the following : “Quite 
recently I mentioned Miss Christabel Pankhurst’s disappearance 
to a cottage woman. ‘ Who may she be? ’ she asked me. They 
may know who Lloyd George is, but Bonar Law they imagine 
to be some Act of Parliament.” Finally, he challenges the Board 
of Trade figures for agricultural earnings. “The information is 
based entirely on the figures given, not by the labourers, but 
by their employers.” As Pilate said. What is Truth? 

C. E. Fax 

How the Labourer Lives. By S. Eowntbeb and May Kendall. 

(London ; Nelson. 1913. 2s.) 

This interesting book contains an introduction describing 
briefly the nature of the rural problem* in so far as it is coneerned 
with the agricultural labourer, a short chapter on agricultural 
wages, a long chapter setting out particulars of forty-two 
“budgets” of agricultural labourers and their families, followed by 
a commentary upon the moral to be drawn them, and a 
No. 93. — VOL. H 
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final chapter on “The Labourer’s Outlook.” The first thirty-five 
pages of the book state in a summary form facts which will be 
known t6 students of official publications, but which it is convenient 
to have brought together and epitomised with the admirable and 
concise lucidity of which Mr. Eowntree long ago showed himself 
a master. The proportion of the population living in rural districts 
fell -from 49‘8 per cent, in 1851 to 32T per cent, in 1881, and from 
32T per' cent, in 1881 to 219 per cent, in 1911. Of the agricul- 
tural workers in* England and Wales 70 per cent, are hired 
labourers “having no direct financial interest in the success or 
otherwise of the work in which they are engaged, and only 30 per 
cent, fawners, small-holders, or members of their^amilies.” The 
numbej of agricultural labourers is diminishing ; between 1881 and 
1901 it fell by 27 ‘7 per cent., partly through immigration into 
towns, partly through actual emigration. (“The nupab'er of adult 
male agriculturists who ..emigrated from Great Britain to non- 
European countries rose from about 9,000 in 19(X) to . . . 33,000 
in 1911.”) The results “are serious, whether considered from the 
standpoint of national physiqubor national character,” and “there 
is not the least doubt that the decrease in the number of agricultural 
workers, although partly accounted for by the introduction of 
machinery, means that the soil on many farms is not being ade- 
quately cultivated.” The cause is not the superior attractions of 
the towns, but partly low wages and partly the absence of any 
prospects in the country. The evidence for the first statement is 
given in the short account of agricultural wages^ contained ip 
Chapter II. Applying the standards set out in his book oij York, 
with such modifications as are needed in dealing with rural life, 
and using the figures given in Vol. V. of the Report on Earnings 
and Hours of Labour, Mr. Eowntree comes to the conclusion that 
the average earnings in every county except five of England and 
Wales fall below the poverty line. The evidence for the absence 
of prospects (though it is hardly needed) is derived from personal 
inquiries conducted in several hundred villages : “They go because 
there’s nothing here.” 

The most novel part of How the Labourer Lives consists in 
the forty-two “budgets” which the authors have collected. 
Naturally, so small a number can only illustrate facts already 
known or suspected. But ‘they are of great interest as offering 
concrete specimens of the way in which agricultural labourers 
actually live. “Eight families, with an average of 4’6 children, 
have incomes (including perquisites) of less than 15s., averaging 
12s. 3d. ; nin^^itfmilies, with an average of 4'3 children, 
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incomes of 15^. to less than 175., averaging 155. 8d. ; twelve 
families, with an average of 4*0 children, have incomes of 175. to 
less than 20^., averaging 185. 4Jd. ; and thirteen families, Vith an 
average of 5 ‘3 children, have incomes of 205. or over, averaging 
225. 9d." Using Professor Atwater’s standard of^requirements, 
the authors come to the conclusion that, “on the average, the 
forty-two families investigated are receiving not much more ttian 
three-fourths of the nourishment necessary for the maintenance 
of physical health.” Meat, if consumed, is reserved often only 
for the man ; in one household no milk at all was used ; and 
fifteen househojds used only condensed, skimmed, or separated 
miik. The amount spent per week on luxuries (“ eveijthiflg apart 
from food, hofisehold sundries, rent, clothing, medicine, and in- 
surance ”) ^averaged fd. per person. “Do you write to your 
children woman was asked. “No,” was the answer, “we 
can’t afford stamps.” • 

If -there are any readers of The Economic Journal who, like 
the writer of this review, are weak enough to sigh in the midst 
of statistics for faces and voices, they will not be disappointed with 
this little book. • For the form in which the budgets are presented 
— facts interspersed with conversation — make them more enter- 
taining than such documents usually are. “Entertaining” is a 
ridiculously inept word. For the picture, is terrible and sombre, 
and made more overwhelming by the solemn patience of the 
figures who compose it. One’s mind travels back to the greatest 
record of rural«life in history, the Cahiers of 1789. But in these 
pages there is only an occasional glimpse of an attitude which is 
not acquiescence. “What was the land sent for, if it wasn’t for 
the people to live off?” “It’s God’s land, ain’t it, not his?” 
“Ah, old man, when you die, you won’t take anything with you, 
only yourself. . . . Them that have the least now will have 
the most then. We’ve got Hell here. . . . But I believe Hell’s 
their place what don’t look after the poor.” “There will be better 
times even if we don’t see them. Yes, maybe our children will 
see them.” 

E. H. Tawnby 

The World of Labour, By*G. D. H. Cole. (London : G, Bell 
and Son. 1913. 5s, net.) • 

This book attempts a new synthesis. It was inevitable that, 
sooner or later, someone would essay the task of restating the 
theory of Socialism in the light of modern Syndicalism. And this 
is really what Mr. Cole does, though the sub-titiS^ the book — 

H 2 
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“ a discussion of the present and future of trade unionism ” — 
would probably not prepare the reader for it. Perhaps Mr. Cole’s 
position may be described by calling him a Fabian Socialist who 
has assimilated a good deal of Syndicalist doctrine, and has come 
under the influence of the “Guild Socialism ’’ of The New Age. It 
is not altogether without significance that The World of Labour — 
the most important book on trade unionism since Mr. and Mrs. 
Webb’s Industriql Democracy — should be so different from that 
book in its point of view and its conclusions. 

The book, unlike most books on economic subjects, has a 
frontispiece in the form ot an excellent cartoon by Will Dyson, 
showing* Mt, Sidney Webb diagnosing the ills of Labour— a 
recumbent figure, evidently in a fright; a number" of prominent 
Socialists are grouped round, and in the background is M/. Bernard 
Shaw looking very much like Mephistopheles. Thc'^cartoon, if 
we may say so, is a great addition to the book. Of the book itself 
much could be said ; of its merit there is no doubt whatever, 
and even those who are unable to swallow much of the teaching 
will agree that it is a notable contribution to our literature on 
the subject. * 

The account which is given of the labour movement in France 
and America and, in less detail, in Italy, Germany, and Sweden, 
is extremely useful, especially the chapter on I'rance, in which 
Mr. Cole traces the rise and present position of Syndicalism. 
When he comes to consider the trade union movement in this 
country he is unsparing in his criticism, and though probably a 
good deal of it is deserved, he does less than justice to the 6apacity 
of many trade union leaders who might be named. The real bone 
of contention with Mr. Cole is that the movement has lost its fight- 
ing spirit and become respectable. “Eespectability,” he says, “is 
the death of all working-class movements.” On the question of 
trade union structure and government he has undoubtedly a good 
deal to contribute which is of value. Indeed, these chapters are 
the strongest in the book. The possibilities and the limitations 
of the different types of trade unions, — craft, occupational and 
“industrial,” — ^are fully discussed, with reference to the existing 
state of organisation and the circumstances of particular occupa- 
tions. Mr. Cole’s only principle is to'urge that form of organisa- 
tion which will best conduce to solidarity, and he recognises the 
futility of laying down for the trade union movement as a whole a 
definite form of organisation. Though favouring amalgamation, 
he admits the difficulties which many unions will meet, and whilst 
laying bare tJreweaknesses of federation, he recognises thaff this 
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form of industrial organisation will be needed. From the trade 
union point of view, the suggestions made regarding the organisa- 
tion of lowly skilled labour are excellent. Mr. Cole is no’advocate 
of an all-comprehensive union. He seizes on the General Federa- 
tion of Trade Unions as a nucleus of an orgamsalion which shall 
co-ordinate trade union effort and at the same time take over the, 
General Labourer Unions, and act as a sort of “clearing holise.” 
In the chapter on trade union government, the ^relations" betw^ien 
central control and local autonomy are carefully worked out. 
Again, Mr. Cole bears in mind the wide differences which already 
exist from unipn to union. On these ifiatters trade unionists have 
much to learn ‘from the book. At the same time^ oUb cannot 
help feeling that Mr. Cole hardly does justice to the trade wunions, 
probably because he has not had a long enough acquaintance with 
them. writes with the magnificent intolerance of youth. 

Most people will agree that a well-orgtnised and efficient trade 
union movement is desirable, and will therefore not be inclined 
to quarrel with the objects of the “Greater Unionism.” The 
revival of the strike weapon, however, will not be viewed with 
pleasure — at lekst, by the vast majority. Mr. Cole, on the other 
hand, certainly takes a great joy in strikes. “Let it be understood 
once for all,” he writes, “that the interests of Capital and Labour 
are diametrically opposed, and that although it may be necessary 
for Labour sometimes to acquiesce in ‘ social peace,’ such peace 
is only the lull before the storm” (p. 285). “‘ Social peace’ is 
a sham and* a trick” (p. 286). “Industrial peace . , . must 
not be permanent” (p. 288). “If, then, strikes do or can 
succeed ” (which he proves) , “ what we want is more strikes ” 
(p. 402). All this will, of course, be very disquieting to those 
who believe in industrial peace at any price, but it seems certain 
that efforts will be made in the future, not necessarily to increase 
the number of strikes, but to render the strike weapon much 
more effective. 

In the control of industry, Mr. Cole suggests a dual manage- 
ment by the State and the trade unions. The State would own 
the industries, delegating the power to run them to the trade 
unions. “Instead of a pure Government department, represent- 
ing the consumer alone, 'there musti, be a joint board, equally 
representative of both parties. This body must be related to 
Parliament much as, say, the Development Commission or the 
Boad Board is now related. It must be linked up with Parliament 
and with a (3overnment department ; but it must not be directly 
under a Government department and a Clibinet Minister. 
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Normally, the union must be left to administer its own internal 
affairs, and to execute, by such methods as may seem to it best, 
the orders it receives from the Joint Board, and ultimately from 
Parliament. Parliament and the consumer must control ends, 
while the union looks after means” (pp. 366-7). This gives an 
enormous importance to trade unionism in the future. It seems 
highly probable that the worker must sooner or later exert a strong 
influence over the conditions under which he performs his work, 
and it may well be that in some industries the State will delegate 
the conduct of them to the trade unions, ju8t*as in some countries 
State mines are worked hy private companies, f It does not 
necessarily follow, however, that this form of industrial organisa- 
tion is ^applicable universally. Just afe the organisation and lines 
of development of different trade unions must vary, so the types 
of organisation under which production is carried on m^ust also vary 
from industry to industrjf, and to apply the same kind of manage- 
ment to all is not likely to be successful. It is, however, not 
necessary either to go the whqle way with Mr. Cole, or to reject 
his proposal altogether ; for if there is one thing about which one 
can be certain it is that the society of the future will not conform 
purely to any single ideal. 

The impression one gathers from the book may be expressed in 
terms of which Mr. Cole is himself very fond. He is often right 
in what he affirms and wrong in what he denies. When he deals 
with trade unionism he has much of value to unfold, with which 
it is impossible to disagree in the main ; when he deals with thS 
State, however, one follows him with hesitation ; for example, when 
he affirms categorically that ‘‘the State has no business in 
industry,” there comes the feeling that this has not been thought 
out, but that it is essentially implied in Mr. Cole’s glorification 
of the trade union. Whilst he asserts that the general will of the 
State is but the reflection of the will of its members, it is apparent 
that the general will is to him merely the trade union will. He 
admits, however, in another place that this is not so, when he 
says : “Educated in the unions, the workers must learn to conquer 
the still greater association of which all, men and women alike, are 
members” (p. 411). This sentence means that a section of the 
community (for even if all producers were in Trade Unions it 
would still be a section), representing primarily an economic 
interest, is to control the whole community with its many interests. 
The capture of society by a section is merely “swapping horses,” 
and superseding the privileged capitalist by the privileged tra^ 
union. The Concentration of attention on trade unions leads 
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Mr - Cole to the opinion that “the Syndicalists are right in think- 
ing that the trade unions are the most powerful instruments for 
the education of the people,” which is surdly an exaggeration. 

Mr . Cole takes a curious line when discussing economics and 
politics : “ The preoccupation of the State with mdustrial ques- 
tions is a mere phase in its development. . . . Could the control 
of industry be handed over to the producers, and could all proftteer- 
ing be eliminated, the State would be set free to work for the 
deepening of national life, for the realisation of a greater joy 
and a greater individuality ” (p. 410). The first sentence creates 
an entirely erroneous impression as fo the extent to which the 
State busies ifself in industrial questions, and it J)y Ho means 
follows that if industry weVe run by the producers that the State 
would therefore have no need to interfere in such questions. It 
is conceivafele that the State would be more “preoccupied” than 
ever. Further, Mr. Cole points out that “the State cannot be 
more advanced than its citizens ” ; but handing over the control 
of industry to the producers and ^eliminating all profiteering will 
not in themselves improve the quality and standard of citizenship, 
which would he necessary if the State were to undertake “the 
deepening of national life.” Mr. Cole also writes of the State 
“being preoccupied with the sordid task of patching up a false 
social truce and concealing the bankruptcy of the national life 
fund ” (p. 410) ; and in illustration he quotes the case of our 
parsimony in education and the fact that we have no Minister 
'of Health, fit is tnie that much more money could be spent 
advantageously on both education and public health; the fact 
that we do not spend money generously on these things is, how- 
ever, due neither to “preoccupation” with “industrial questions” 
nor to “preoccupation” with a “false social truce,” but rather 
to a variety of complicated factors, including, of course, the 
“profiteering” to which Mr. Cole refers, and its consequences. 
The truth is that Mr. Cole cannot develop his plea for the 
aggrandisement of the trade unions beyond a certain point without 
belittling the State. He has overstepped the mark, and by 
arrogating for the Unions an importance greater than their purely 
industrial function warrants, he has been compelled to go beyond 
some of his own brave words regarding the functions of the State. 

The book concludes with an excellent bibliography, which, 
however, would have been more useful to readers if something 
beyond the author’s name and title had been given, e.g., publisher, 
price, &c. 

The World of Labour is a stimulating book provokes both 
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tliought and oriticiBm, and whether the constructive suggestions 
put forward are accepted or not, it must none' the less be con- 
sidered toe most important book on trade unionism since the 
publication of Industrial Democracy. 

Arthub G-beenwood 

The- Industrial Unrest and the Living Wage; Lectures given at 
the Interdenominational Summer School at Swanwick, July, 
1913. With an Introduction by the Eev. Wm. Temple, M. A. 
(London : P. S. King & Son. 1913. Ppv 182. Price 2s.) 

The Social Unrest, its Cause and Solution. By J. Eamsay 
MA cfeoNALD, M.P. (London : T. N. Foulis. 1913. Pp. 119. 
Prite Is.) 

Industrial Unrest and Trade Union Policy. By thp’ Et. Hon. 
Charles Booth, (fjondon : Macmillan. 1913. Pp. 32. 
Price 2d. and Is.) 

It cannot be said that any of these volumes throw new light 
on the question of “industrial unrest.” Mr. Eamsay Macdonald 
attempts the impossible task of tracing the history of unrest in 
twenty pages, and consequently accomplishes nothing. He devotes 
two chapters to discussing the moral and economic causes of social 
unrest. Amongst the latljer he places the fall in real wages and the 
increase in the incomes of the well-to-do. The moral cause to which 
he gives first place is the “ idealistic purpose ” which found expres- 
sion in the political labour movement and the growth* of fiocialistio 
ideas. Mr. Booth, on the other hand, attributes the prefvailing 
unrest to “disappointed hopes and the failure of high aims, 
aggravated by the consciousness of strength which cannot make 
itself felt.” Dr. Carlyle, in his paper at the Swanwick Con- 
ference, considered that “the immediate cause is to be found, 
primarily, at any rate, in the low rate of wages still common in a 
large part of the field of industry.” Pie gets nearer the truth, 
however, a few sentences later, when he says ; “The real wage 
has fallen. This is without doubt an immediate cause of the 
industrial unrest. If you examine the history qf social upheavals, 
you will find that these came, not so much because there was great 
misery, but because progress was arreftted and stopped, because 
men felt themselves thrown^)ack. ... Men in abject misery and 
poverty very rarely revolt, but a man who has achieved something 
and feels himself in danger of losing it — he is the man who rises.” 
The writers do not distinguish clearly between general and 
particular cauq^ between the relatively permanent factors 
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the special, immediate causes. There are m^ny points of great 
importance on which no light whatever is thrown. A study of 
the regularly recurring periods of unrest dhring the past' century, 
their points of similarity and their differences would certainly 
be most fruitful. There is also a great need, not only for a detailed 
historical inquiry, but also for an investigation into the sociar 
and psychologicaf aspects of industrial unrest. * 

The writers of the volumes under review are largely (k)ncemed 
with means of meeting unrest. Leaving aside a few papers on 
the religious aspect, the Swan wick volume deals mainly with 
wages. Profc Urwick discusses the ‘Standard of life, and Prof. 
Hobhouse the rtght to a living wage. Mr. George Shann* describes 
the effect of the non-living ‘wage upon the individual, the, family, 
and the State. Mr. Wicksteed deals very ably with the distinction 
between earnings and income, and between a minimum wage and 
a decent maintenance. Profit sharing and co-partnerShip in rela- 
\ tion to the standard of life is discussed by Prof. Maegregor. Miss 
''<3onBtance Smith gives an interesting account of wage movements 
ill other countries, and Dr. Slater contributes a paper on trade 
uili<ipism and*the living wage. The actual working of the Trade 
|5o|Jds Act is excellently dealt with by Mr. Mallon, whilst Miss 
deals critically with the legislative experiments of Australia 
New Zealand. On the whole, though many hands necessarily 
unevenness of quality, the volume is both interesting and 

* Mr. Chartes Booth’s pamphlet is confined to trade union policy, 
fiis view is that in the past it has been too narrow, aiming “too 
ijclusively at amount and method of remuneration.” Though this 
rlay be admitted, it nevertheless remains true that, under existing 
' clnditions, wages should be the main plank in the trade union 
programme. Mr. Booth suggests that the trade unions should 
discriminate between employers, who would be classified in “order 
of acceptability.” A certain proportion of the employers — one- 
third is suggested — would be placed on the accepted list ; these 
should hot be interfered with, except that they might subsequently 
be removed from the list. The trade unions should then concen- 
trate on the remainder of the employers, a plan which, it is urged, 
would not incur “the danger of serious interference with public 
requirements.” This device, without being adopted as the chief 
policy of the trade unions, might well be used, with modifications, 
as a weapon of offence. With the newer temper in the trade union 
movement, it is doubtful whether any scheme, based on “the need 
for fuller recognition of the value of that inifftrtive and control 
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which have to be contributed by employers to industrial success,” 
would be accepted in its entirety. If it were accepted it is hardly 
likely that it would increase the possibilities of ‘‘industrial peace.” 
Indeed, if the idea is utilised by the trade unions, it will probably 
be as a deliberate method of industrial warfare, capable of increas- 
ing the number of strikes, without going to great expense. It 
Has 'already been used in this way. Strikes in selected shops, 
whilst rivals are cpntinuing and increasing their business, should 
appeal to “greater unionism.” The policy of discrimination might 
also conceivably be used by trade unions to introduce dissensions 
amongst the “accepted ” an*d “unaccepted” members of the better 
organised^ employers’ federations, which would not \)e able to act 
with uiMinimity. Mr. Booth’s method, *far from yielding the advan- 
tages he anticipates, would, when applied and developed by the 
trade unions, bring, not peace, but a sword. 

Mr. Eamsay Macdonald’s point of view, on the other hand, 
favours increased political action, which will initiate social reforms. 
There are limits, however, to social reform; and the ultimate 
alternatives are Protection , which will inevitably increase exploita- 
tion, and Socialism, which will bring social peace. Mr. Macdonald 
seems here to confuse the ever-present under-current of discontent, 
which is more passive than active, and the periodical unrest which 
is much more active. Mild measures of social reform may palliate 
the former to a small extent, but arc hardly likely to prevent 
the latter. To place Protection, which is a fiscal doctrine, with 
Socialism, which Mr. Macdonald calls a “justifying ethip,” as 
alternatives is illogical, and, in any case, Protection, whatever 
its merits, cannot be seriously suggested as a method of preventing 
recurring periods of labour unrest. 

Arthur Greenwood 

La Classe OuvrUre et les Niveaux de Vie, Recherches sur la 
hierarchic des besoins dans les sociHes industrielles contem- 
poraines. By Maurice Halbwachs. (Paris : Librairie 
F61ix Alcan. Pp. xvii. +495. Price fr. 7*50.) 

Both in subject and method, this important book is a formid- 
able example of modem sociological research. The author first lays 
a theoretical foundation by* outlining his conception of a class 
and its standard of life. For a group of individuals to constitute 
a class, it is essential that class consciousness should exist among 
them. The cause of the development of this consciousness is due 
neither to men’s^cupations nor to the size of their incomes, 
to the interaction of their activities as consumers and producers. 
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The position of any class in the social hierarchy is determined 
by the extent to which its members partiqipke in the activities 
regarded as most important by society as % whole, and ftie extent 
of this participation represents the standard of life of the class. 
M. Halbwachs then proceeds to examine the composition and 
unity of the working-class, as affected by the part ^ thej play 
in production and their habits as consumers. He argues that 
to-day the working class is not split up into separate groups, each 
with a distinct class consciousness arising from a number of 
individuals being engaged in the same locality or industry, or 
in similar wqrk, but is a more or less homogeneous body united 
by the fact that ‘Hhe workman, from the nature oi^hlS work, is 
in contact only with matter and not with men, stands isolated face 
to face lyith nature, and is in contact with inanimate forces.’* 
But though class consciousness has its origin in industrial func- 
tion, it finds expression not in the factory or workshop, but in 
the act of consumption. Tastes and habits are developed the grati- 
fication of which the conditions of employment prevent, and from 
this develops a feeling of solidarity and opposition to other social 
groups. This conclusion as to the dominating importance of 
consumption in the determination of classes leads up to the most 
important and elaborate part of the book, a study of the working 
class as consumers, based upon the two inquiries into German 
family budgets conducted in 1909 by the Imperial Statistical 
Bureau and the Union of Metal-workers. Rejecting the intensive 
method of studying such material made famous by Le Play, 
M. Halbwachs elaborately analyses and rearranges the results 
of the inquiries, and concludes that variations in the proportionate 
and absolute amounts spent on food, clothing, lodging, and 
miscellaneous objects are little affected by the size of the town 
in which a family lives, or by differences in occupation, but are 
mainly due to the size of the family and its total income. In a 
close analysis of the influence of these two factors, much space 
is devoted to investigation and criticism of the four laws of Engels, 
that (1) the higher the income, the smaller the proportion, but 
the greater the absolute amount spent on food ; (2) the proportion 
spent on clothing is always appiQpximately the same ; (3) the pro- 
portion spent on lodging, heating, Ji,nd lighting is approximately 
the same ; and (4) the higher the income, the greater the propor- 
tion spent on miscellaneous objects. The first and fourth laws 
the author holds to be amply verified by his figures ; the validity 
of the other two he denies. But in any case, the amount spent 
in different ways does not vary smoothly or regularly with changes 
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ih the size or income of the family. On the contrary, there are 
sudden variations due mainly to the influence of habit and social 
conventien. On the whole, however, the author concludes that 
the working class does not fall into groups having different 
standards of life. An interesting result of the investigation is 
to show the comparatively small amount spent by the Oerman 
working classes upon lodging. This, M. Halbwachs argues, is 
characteristic of the working classes, and is due to the taste for 
family life being little developed among them. It is very doubtful, 
however, whether English experience would yield a similar result 
and conclusion. The book concludes with an analysis of the 
nature o£. needs, and a discussion of their relative importance. 
Though figures point to an increase of income leading first to the 
satisfaction of the need for food, followed by satisfactipn of the 
need for clothing and lodging, the general conclusion is that it 
is not possible to arrange needs according to their importance 
and relative intensity. 

M. Halbwachs’ method of treating his material is statical 
rather than dynamic ; that is, instead of treating production and 
consumption as phenomena constantly changing; he seeks to 
reduce the whole system to rest and to study the relations of its 
constituent parts. Mr. Halbwachs tends, consequently, to treat 
as exceptional and abnormal influences which from other points 
of view are of first-rate importance. As he points out himself, 
a class is a psychological phenomenon — the result of realisation 
by a number of individuals of some common bond«. Thus any* 
method which tends to eliminate the influence of the vagarifes and 
inconsistencies of human nature is very liable to put matters in 
wrong perspective, and at times the author has not been able 
to avoid this danger. For example, in considering the productive 
activities of the working class, he has selected as the basis for the 
growth of class consciousness one permanent element in their 
work which distinguishes the working classes from other groups ; 
but in the actual development of class distinctions, the influence 
of locality, industry, and the possession or lack of technical skill 
may be of just as great importance. Another consequence of the 
author’s method is to give an aif of unreality to his whole treat- 
ment of working-class consumption. In this respect, at least, the 
intensive method of study can claim a distinct advantage. Finally, 
there is reason to criticise M. Halbwachs’ contention that in con- 
sumption the separation of classes is made manifest. Does not 
the act of consumption, on the contrary, frequently tend to 
eliminate class differences having their origin elsewhere? The 
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author himself supplies several examples of its influence in this 
direction in the case of different working-class groups, and it does 
not seem unreasonable to suppose that in consumption the work- 
ing-class and the bourgeoisie may likewise find a bond of union. 
But criticism of M. Halbwachs’ method and theory do not detract 
from the value of Lis most lucid and impartial statistical analysis 
of budgets, which is more complete than any modem writer, has 
yet attempted. This part of his work alone makes the* bookman 
important contribution to modern economics. * 

W. G. CONBTABIiB 

Round About* a Pound a Week. By Mbs. Pemseb Kesves. 

(London : G. Bell & Sons. 1913. Pp. 231. Price 2#. 6d.) 

This attractive little book is based on an investigation carried 
out by a committee of the Fabian Women’s Group. The object 
was’ to study the effect on mother and child of sufficient nourish- 
ment before and after birth, and to this end a selection of 
expectant mothers was made from among the out-patients of a 
lying-in hospital, and visitors were appointed to visit, provide 
nourishment, and watch the effects from three months before 
birth until the child was a year old. It can hardly be supposed 
that there was any doubt in the mind^ of the Committee that 
the effects, so far as they went, would be a better-nourished child ; 
but from the elaborateness of the investigation we imagine that 
•the end in ^iew was the much more difficult one of ascertaining 
how far the children in general of families earning “round about 
a pound a week ” are suffering from under-feeding. Hence we 
are furnished in this book, not only with a detailed and 
sympathetic description of the surroundings, living, and daily 
life of a number of families, but also with a number of “budgets ” 
based upon accounts kept by the mothers of the families. The 
salient feature in these budgets is the high proportion of the 
income which is paid in rent — generally as much as one-third, 
sometimes more. It is interesting to compare on this item the 
budgets collected by the Economic Club twenty years ago; in 
the few cases which are comparable the burden of rent seems to 
have become markedly heavier. As against this it is a slight, 
but inadequate, set-off that school fees no longer have to be paid. 

The heavy rent means less money for food, for there is little 
room for economising in other directions. A typical budget, 
omitting food, and consisting of rent, clothing club, boot club, 
burial insurance, coal, gas, wood, cleaning materials, amounts 
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to 13^. 5d. a week, and in none of these items can any saving 
be effected except the burial insurance ; and that is a misdirection 
of expenditure so genei^l that it seems hopeless to try to remedy 
it. Thus the amount left for food varies according to the income 
from 7^. to 12^. a week, and in case of emergency may fall much 
lower. It is the only ‘‘elastic” item of expenditure — unless, 
indeed, the rent is allowed to get into arrears — and if the income 
falls, or any unusual call is made upon it, the family must curtail 
its consumption of food. The amount is lamentably small for 
a family with children to maintain ; and yet, at the risk of appear- 
ing unsympathetic, we must express our surprise that so much 
variety is obtainable out of it by a good housekeeper who knows 
the London '"market. The menus givQn for the most part show 
meat or'*fi8h for dinner every day, and the monotony of breakfast 
and tea is probably mainly due to the ease of providing bread-and- 
butter. The greatest defect from the children’s point of view 
is, of course, the almost total absence of fresh milk, and we -are 
struck by the author’s suggestion that it is open to question 
whether the whole milk-supply of England is sufficient to insure 
a quart a day to each English child under five years of age. But 
we must demur to the statement that fruit is an article of 
diet hardly ever seen by children of the poor. It may not have 
happened to enter into the official expenditure of the families 
under review, but it is ih the highest degree improbable that 
from the piled-up costers’ barrows which haunt the poorest 
quarters of London no oranges or bananas, apples or dates found 
their way to the mouths of the children. 

On the question of remedies the author is very definite, both 
in rejection and suggestion. Postponement of marriage she will 
not hear of, on the ground that if the man postponed marriage 
till he was thirty, “it is quite certain he would not marry at all.” 
Considering the large number of men who do marry after the 
age of thirty, this statement is somewhat rashly dogmatic. But 
suppose that he were even to wait until he were 25, it would not 
be difficult for him by that time to have laid by ilOO ; and though 
that would not add appreciably to his regular income, it would 
help him through most of the emergencies which arise before 
the children are of an age to earn. But. what is more important 
is, that both man and woman should wait to assume the burdens 
of a family until they have some experience by which to guide 
their lives. The wife especially would gain in health by the 
postponement of the child-bearing period for a few years, and 
its consequent curtailment. And, after all, it is considered no^ 
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hardship that boy and girl marriages are not encouraged in other 
classes of society. 

The remedy put forward with absolute confidence is, jjhat the 
State ‘^rnust endow every child who needs it with a grant suffi- 
cient to secure it a minimum of health and comfort.” This 
suggestion, coming from a writer with the facts Maring her in 
the face, and presented as a sure remedy, is enough to make one 
despair of the philanthropist. For what is the situation descrfced 
in the book? It is that of a small area of .crowded streets, 
crammed “fuller than they will hold” of relatively unskilled 
workers tumbling over each other in the search for work. The 
inevitable result is that rents have gone up abnormally high, for 
it is exceptional, even in London, that the unskiliedf^labourer 
should have to pay 8^. a week in rent. To shower down ^oney 
on these people while they remain in their present surroundings 
will not mend matters ; it will only force rents higher still. The 
one remedy is dispersion, which will ease the congested labour 
market and lower rents at the same time. 

That it is over-concentration <^‘ the people, even more than 
under-feeding of the children, which is the root of the evil is 
constantly apparent. The very experiment on which the investi- 
gation was based proved it. The babies, who were, we may 
suppose, adequately nourished by the experimenters, did not, 
“in spite of special efforts made on their behalf fulfil their first 
promise. At one year of age their environment had put its 
mark upou them. Though superior to babies of their class who 
Had not had •special nourishment and care, they were vastly 
inferior to children of a better class.” Of course they were ; the 
children in these streets are like overcrowded seedlings, no amount 
of feeding will make them healthy, unless they are planted out 
with proper space to grow in. The author is quite awake to this 
aspect of the question. “ The London poor are driven to pay one- 
third of their income for dark, damp rooms which are too small 
and too few in houses which are ill-built and overcrowded. And 
above the overcrowding of the house and of the room comes the 
overcrowding of the bed — equally the result of poverty, and equally 
dangerous to health.” 

The chief difficulty lies in the lack of mobility in this class 
of the London poor. They have lost the courage to move even 
so far as across London, to say nothing of migration or emigra- 
tion. The author tells of a man who, having lost a job in 
Lambeth, found another at Finsbury Park, and instead of moving 
walked daily there and back for some time, and then gave up to 



112 


THE ECOirOMIO JOURNAL 


[march 


tfikka another job at a lower wage in Westminster. He had not 
the self-confidence to make a fresh start in another place, where 
rents w^>uld probably J^e much lower. Such lack of enterprise 
would lead to congestion and unemployment in any rank of 
workers. To intervene by endowing each child will do nothing 
to remedy it; it will only intensify the disinclination to move, 
without doing anything to increase the demand for labour or the 
quantity* of house room available. The grant to parents who pay 
an excessive rent would not only remove the last possibility of 
their being induced to move ; it would inevitably attract other 
parents into the congested districts, to the intensification of the 
present ^fficulty. Nor can the evil be remedied^ by multiplying 
the agenda for feeding. Already 40^000 children are fed weekly 
at the "schools, without appreciably improving the situation; and 
it is surely time to turn from the symptoms to the causes of the 
disease. To the school ^f thought which regards want of money 
as the root of all evil, and grants of money as a panacea fpr all 
ills, we fear that this is an impossible evolution. 

Helen Bosanquet 

The Story of the C. ; The Jubilee History of the Co-operative 

Wholesale Society, Limited, 1863-1913. By Percy Eedfern. 

(The Co-operative Wholesale Society, Limited.) 

This is a book of considerable and varied interest. It tells 
the story, more fully than it has ever been told before, of the 
great business federation of English co-operative societies. Mr^, 
Eedfern, who has accomplished his task with signal success, has 
very distinctly brought out in the telling what those who are not 
co-operators are apt to. overlook in the Co-operative Movement — 
the romantic interest. I put this interest first because no one 
can hope to understand either the Co-operative Movement or its 
social and economic power who does not realise that behind a 
certain drab and uninteresting exterior it has always possessed 
a curious romance for many co-operators. The doctrines of 
Eobert Owen have, contrary to many people’s opinion, very little 
space in co-operation as it has worked itself out to-day, but 
something of his spirit — the spirit that makes a man “one of 
those bores who are the salt of the earth has always animated 
a small band of co-operatoi^ who, in each succeeding generation, 
will be found to be responsible for the real progress of co-operation. 
Cooperation is for them at once Eeligion and Eomance, and a 
photograph bf a squalid cottage in which some Northern society 
was bom forty or fifty years ago is as inspiring to them as would 
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be a photograph of Shakespeare’s house at Stratford or of the 
Mount of Olives to many middle-class persons, of cultured or 
religious temperament. 

It is easy to miss the true significance of the history of the 
Co-operative Wholesale Society. Co-operators themselves, and 
authors of serious works on co-operation , are accustomed to insist 
on the fact that a democracy of between two and three* mih^^on 
working-class consumers have built up in fifty years a business 
which has n6 parallel in this or any other country! They point out 
that this work is not the work of one or two or three commanding 
geniuses, but of democracy, that the capital has risen from £2,455 
to £8 ,055, 473, 'sales from £51,857 to £29,732,l54f and jjet profit 
from £267 to *£613,007, that the co-operator now produces for 
his own use almost every article of food and clothing, domestic 
utensils and furniture. All this is, of course, substantially true, 
but no one who has any experience of the practical working of 
a society or of the Wholesale Society will doubt that it is only 
a small part of the truth. A great majority of the co-operative 
democracy would, if it were left *10 itself, he held together by 
no other bond than the payment of the quarterly dividend. It 
is no slur to say this of hard-working wage-earners, to whom 
the economical spending of every shilling, or even penny, is of 
serious importance. But if the movement had depended upon 
that bond ^ alone, the amazing progress made by it would have 
been impossible. Anyone who reads with his eyes and his mind 
open will 'see, in Mr. Kedfern’s pages how from generation to 
generalton to a small band of enthusiasts, idealists, “romanticists ” 
has always been due the real progress in welding this federation 
together and the conquest of those tremendous difficulties which 
before 1863 had wrecked at least three Wholesale Societies or 
Depots and on occasions have been nearer to wrecking the present 
C.W.S. than many persons imagine. 

Mr. Kedfern’s book shows very clearly on which sides of 
its development co-operation of consumers may look to find the 
dangerous rocks and reefs. So long as it is content to plod along 
within narrow lines, it is safe; and for its Wholesale the safe 
and narrow lines are confined to buying wholesale and selling 
retail. But the interesting and really important aide of the 
English Co-operative Movement is tfiat, always pushed on by 
the small band of “romanticists,” it has aimed at what used to 
be called the Co-operative Commonwealth. Out of this conception 
have grown the banking and “productive” departments of the 
C.W.S., and it is in these departments that all the real difficulties 
No. 93. — ^VOL. XXIV. I 
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of its history have centred. There are no more interesting 
chapters in the book than those which deal with the banking 
adventures of the Wholesale. Nothing brought the Society nearer 
to ruin — which would probably have involved a large number of 
retail societies — than the financial experiments of working-class 
amateurs during the years 1872-1880. Mr. Kedfern makes rather 
light of the actual losses, but it is easy to see that it was only 
the rapidity with which disaster overtook the very earliest experi- 
ments that taught the experimenters a lesson. It is to be hoped 
that that lesson will never be forgotten by .co-operators, because, 
however “sound ” may be the finances of a democracy of con- 
sumerSfJfehat ioundness is always liable to special dangers arising 
from ^democratic control. The working classes were in the early 
’seventies badly bitten with the craze for workers’ co-operative 
societies and companies. All through this movement ran the 
undiluted hope of profit-making. Like nearly all working-class 
ventures, the companies suffered from the fatal disease, want of 
capital, and the promoters turned with hungry eyes to the already 
substantial capital of the C.*W.S. and its “Deposit and Loan 
Department.’’ Many of the promoters were men of influence 
in the co-operative movement, if not members of the C.W.S. 
committee. No words could more effectually damn the way in 
which the finances of the democracy were handled than those 
in which Mr. Eedfern attempts mildly to make excuses for what 
happened. “The C.W.S. were members of a democracy. They 
could not harden their hearts like commercial banljers"; they were 
bound to consider the opinions and the sympathies of 'many.” 
The result was that money was advanced to a number of unsound 
ventures, and subsequently overdrafts allowed in cases in which 
elementary prudence would have shown that cheques should have 
been immediately dishonoured. The promptness with which the 
crash came was wonderfully beneficial. From 1875 to 1880 com- 
pany after company went into liquidation ; in three companies 
alone for which Mr. Bedfern gives figures the C.W.S. lost 
£39,000. That the Wholesale was hard hit is clearly proved by 
the admission of the chairman in 1881 that “the Wholesale 
Society, at one period of its history not very long ago, was in 
very great straits ” and by the fact that the famous Eochdale 
Society, on “urgent personal application,” came to its assistance 
with £10,000 “needed to pay accounts.” 

Not much is heard now within the movement of the present 
Banking Department, with its turnover of £160,000,000; atten- 
tion and interest have during the last twenty years been 'ce^^trhd 
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in the “productive departments. The influence of this develop- 
ment on the course of the movement as a whole cannot be over- 
estimated. It has led to the formulation of»a definite poliBy that 
“co-operators should obtain control of the means of production.” 
It has brought the association of working-class consumers face 
to face with and often “up against” the association of working- 
class producers in trade unions. The pages of the Co-ofera\k'e 
News week by week bear witness to the fact that most’pf thp 
problems and difi&culties of co-operation are concerned with pro- 
duction and the relations betweeti^ themselves and the employees 
in their factories. But few people raalise the extent of this 
development within the C.W.S. itself. P'rom 1895 to^l2 the 
net sales rose from £10,141 1917 to £29,732,154, an increase of 
193 per cent., but during the same period the value of goods 
produced in the C.W.S. factories rose from £914,048 to 
£7,556,822, an increase of 726 per cent. Outside the United 
Kingdom there is no sort of parallel to this productive develop- 
ment of co-operation. The enormous advance of German indus- 
trial co-operation is often overlooked. For example, if sales be 
taken as an index, the rate of growth of the German Wholesale 
(Grosseinkaufsgesellschaft deutscher Konsumvercine) is consider- 
ably greater than that of the C.W.S. has ever been, for the 
increase in the sales of the German Wholesale during the last 
five years of its existence is 84 per cent, greater than the increase 
in the sales of the English C.W.S. during the corresponding 
p%riod of its development. But whereas the sales of the C.W.S. 
in 1912 •were only a little over four times greater than the German 
sales, the value of the productions of the English factories was 
twenty-one times greater than those of the German. A most 
interesting question — and one of obvious importance to the future 
of the Co-operative Movement — is what economic effect this 
extension of manufacturing enterprise has had upon the position 
of the C.W.S.? Unfortunately, co-operative statistics are pre- 
sented in such a form that it is impossible to give any reliable 
answer to the question. Mr. Eedfern, in many places and on 
many subjects, shows that he is voicing the opinions, not only 
of himself, but of the present executive : it is a pity that ha 
has not given us the official view on this subject, together with 
some of the data on which it is based. 


L. S. Woolf 
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Das osterreichische Staatschuldenwesen von seinen Anfdngen bis 
zur Jetztzeit. By Dr. Max Eeinitz. (Munich : Duncker 
aifa Humblot. 1913. Pp. ix.+182.) 

On January 1st, 1913, the special debt of Austria was 
5,158,396,373 kronen (£214,933,182). In the book before us 
Dr. Eeinitz sketches its growth and development from the era 
of Leopold I., say 1700, to the present time. Though not exten- 
sive, his treatise will hardly be surpassed for its clearness of 
statement and interest of narrative. But then the early history 
of the Austrian Debt has^ an element of romance about it. That 
Austria^^-^ll into debt at all was chiefly the faiflt of its officials, 
and the burden of a corrupt bureaucracy still weighs heavily on 
the Austria of to-day. The evil commenced by extracting forced 
loans from officials in the shape of caution money, and eventually 
this led to offers of lodfns being made to the State by would-be 
candidates for administrative posts. In 1701, for instance, no 
less a sum than 250,000 gulden was bid for a position in the 
central financial office of the State. But worse was to follow. 
So great were the needs of the Government arid so limite.d the 
sources of revenue that titles and honours were sold at fixed prices. 
Graf Sigismund Friedrich Khevenhiiller, who was not unknown 
in the diplomatic history of the period, paid 1,000 gulden for 
being made a privy councillor, and a further sum of 400 gulden 
for the confirmation of the same when a new sovereign, Joseph !., 
came to the throne. Quite generally the title of Prince might 
be purchased for 12,000 gulden, that ot Graf (Lord) foir 4,500, 
and even the designation “ Wohlgeboren (equivalent to esquire) 
cost 200 gulden. 

A State in straitened circumstances such as these had to have 
recourse to money-lenders. Not only was it indebted to famous 
Jewish financiers, like Samuel Oppenheimer and Wertheimer, 
whom, by the way, it treated with shockingly bad faith, but also 
to the international “bankers” of the time~-Brentano, Cimaroli, 
Durazzo, Schreyvogel, and the rest. 

The methods resorted to by Austria for obtaining cash throw 
a lurid light on the general economic situation. Nevertheless, 
as Dr. Eeinitz points out ^ despite the almost public bankruptcy, 
private extravagance proceeded apace. The nobility and gentry 
spent their money on music and pictures, on the theatre and 
balls, rather than lend to an insolvent State. Nor was the 
sovereign himself any less lavish. The court of Leopold I. was 
a worthy forerunner of that of Versailles. The wonder oUly is 
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that something akin to the Revolution in Fjrance did not overtake 
Austria. ■ 

Actual bankruptcy, however, did ; its declaration wdfe made 
public on March 16th, 1811. The story is well told in these 
pages. So is that of the foundation of the National Bank in 1816. 
A healthier economic development set in after the first ^ quarter 
of the nineteenth contury, and despite critical years (e.gf;, 187\3), 
despite also the heavy mortgages on its soil, Austria is gfadually 
recovering. (The question of mortgages on land deserves full treat- 
ment ; Dr. Reinitz certainly makes the problem perfectly clear.) 
But though the national debt is still a fairly heavy one, national 
wealth is increasing. On the other hand, though natiojjaJ wealth 
has grown, it is still impossible to float a debt in Austria itself ; 
the major part of subscriptions come from abroad. The political 
consequences of such a condition of affairs are obvious enough. 
Dr. Reinitz, here as throughout his book? has handled the theme 
with conspicuous ability. We have only one suggestion to make. 
It would prove helpful to his reader if, in a subsequent edition, 
he added a note giving the approfimate value of the gulden in 
terms of the krone. Students of economic history often find it 
difficult to compare values, and specialists ought to come to their 
assistance. 

M. Epstein 

Die Bodenreform im Lichte des Humanistischen Sozialismus. By 
• Dr. Heinrich Wehberg. (Munich : Duncker & Humblot. 

1913. Pp. xiii.-i-170.) 

Bauernfrage und Agrarreform in Russland. By Dr. K. A. 

Wieth-Kncdsen. (Munich ; Duncker & Humblot. 1913. 

Pp. vi -t-260.) 

These books are each in their turn very special studies on 
aspects of the land question. The first is largely theoretic ; the 
second is descriptive of actual conditions. The first is more 
general ; the second is more exact. Both may be of interest to 
students of agricultural problems on their economic side. 

Dr. Wehberg’s book is merely a reprint of four papers pub- 
lished in 1891, 1892, and 1895, and is intended as a monument 
to celebrate the twenty-fifth anniversary of the foundation of 
the German Land Reform League (1888), of which Wehberg 
was the first President. The programme of the League is set 
forth in the first of the papers, and may be summarised as a 
demand for the abolition of rent, interest, and profit, and for the 
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nationalisation of lan4- Humanitarian Socialism the author calls 
this, and he mentions ten consequences which would result by 
its adoption. Here ate a few : (1) National wealth would increase ; 
(2) capital would not accumulate in private hands ; (3) the produce 
of the soil would tend to be more fruitful ; (4) trusts, syndicates, 
and kindred growths would disappear. There is nothing new 
in. all this, as students of Socialism will see. But it is presented 
in a readable form, and the remaining essays in the book (Land 
Beform in the light of Free Trade, the Nationalisation of Mines, 
and the Housing Question) merely treat of single aspects of the 
whole. , 

Somewhat more useful, certainly more modern, is Dr. Wieth- 
Knudsen’s book, but that, too, will appeal to a limited class. 
Nevertheless, those who do refer to it will find an account of the 
Eussian system of land tenure to-day which is reliable and scien- 
tific. That was only to be expected from the work of a high 
official of the International Agricultural Institute in Borne. 
Statisticians, moreover, will welcome the great mass of useful 
matter in the numerous tables'^ with which the book abounds. Dr. 
'Wieth-Knudsen starts out in his introductory fchapter with the 
land and the people, proceeding then to the year 1861, when the 
Bussian peasants ceased ’to be serfs. But the system of land- 
holding continued pretty much as before. Farmers had strips 
assigned them in different fields, and the village community was 
paramount as to methods of cultivation and crops. All this was 
changed by the Agricultural Commission appointed in November, 
1906. Its work resulted in the concentration of land in ohe man’s, 
hand, according to the prevailing fashion of Western Europe. 
The change is clearly indicated in two sketch maps of the same 
village. In the first you may still see the scattered strips; in 
the second you already find, not strips, but fields belonging to 
their several owners. The volume contains besides an excellent 
map of Bussia in illustration of the text, and the copious biblio- 
graphy is worthy of all praise. 

M. Epstein 

Die Beichsarbeitslosenversicherung : Zugleich ein Beitrag zur 

Arbeitslosenfrage uberhaupt. By Dr. Kael Kumpmann. 

(Pp. 150. Price 3 marks.) 

The first part of the book is a rapid and somewhat cursory 
survey of unemployment — ^the nature and amount of unemploy- 
ment; the problem of the work-shy, of the defective in ability, 
and the genuinely unemployed; labour exchanges; relief ivo^. 
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etc. The author is well acquainted with some of the English 
sources of information. Some of the Germafa figures of unemploy- 
ment are analysed. The awrage unemploy m^t is estimated at 
from 2 per cent, to 3 per cent, of the total number of workpeople. 
Mention is made of the change in the attitude of the trade unions to 
labour exchanges. At first the unions claimed to have their own 
exchanges ; now they would be content with exchanges niana^ed 
by employers and employees in common. The change is due to 
the advance made by employers in securing their* own exchanges. 
As in this country, relief work is very much more costly than work 
done under commercial conditions. , With regard to labour 
colonies, it is stated that there were in Prussia t’v^ty-three 
colonies, with* accommodation for 3,700 persons, at She end of 
1911, and that over 12,000 persons were received into* such 
colonies in Germany during the year. 

The second part of the book is a more detailed examination 
of unemployment insurance, especially of the schemes in force 
or suggested in Germany. The author considers that an imperial 
scheme of compulsory insurance niust finally be undertaken, but 
that the time iff not yet ripe for its establishment ; more adequate 
information as to the incidence of unemployment must be obtained 
and a more extended and developed system of labour exchanges 
must be secured. He suggests that in the meantime provision for 
unemployment should be encouraged (1) by the payment, subject 
to certain conditions, of public subsidies on insurance effected 
through trade* unions, (2) by a compulsory scheme of savings for 
unemjJloyment, with contributions from the employer as well as 
the employee, and public subsidy. The second suggestion may 
seem a little fantastic to English readers, but such a project has 
been discussed in Germany from time to time. I should not think, 
however, that there is much likelihood that a scheme of this kind 
will be adopted by the Imperial Government. 

I. G. Gibbon 

La Navigazione dal punto di vista economico. By Camillo 

SupiNO. Third edition. (Milan : Ulrico Hoepli. 1913. 

Pp. xi. + 450.) 

This treatise is based on Professor Supino’s researches in the 
publications of four languages, together with his own experience 
as a member of the Consiglio superiore della Marina Mercantile, 
As an economic study the book is interesting not only to the 
specialist in questions of navigation. The shipping trade of the 
world is one of the few spheres in which can still be seen the 
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working of free competition in its most complete form, with its 
effects on the costs and profits and organisation of the industry. 
Freight* charges by sea, unlike other payments for transport, 
fluctuate constantly, in response to the continuous variations in 
the supply of goods and demand for shipping. Signor Supino 
gives some striking illustrations of this interplay of supply and 
demand. Thus in 1896 an abnormal harvest tripled the cost of 
carriage -of corn from Odessa to the North Sea ports; the crisis 
of 1907 drove down freights for Argentine corn to Europe from 
305. to 75. 6d. ; and after the South African war corn freights 
between San Francisco and Europe fell abruptly from 455. to 
105. Th^jnodem economist in search of illustrations of price 
fluctuations under unlimited competition in varying markets and 
periods can readily find them at sea. And he is likely to continue 
to do so, according to Signor Supino. For despite shipping trusts 
and rings, the mere fact that ocean carriage is international in 
character seems to forbid any complete organisation of the in- 
dustry. “Tramps” and independent ships have this advantage 
over liners. They can wait fol short periods till demand is ripe 
for their services, while the liner bound to fixed dates may have 
to start with only half a cargo. This advantage of the unor- 
ganised trader and the impossibility of perpetuating a monopoly 
on a large scale in waters open to the competition of shipowners 
of every nation, may save the consumer from fears about the 
dominance of shipping trusts. Until the recent trade boom, 
freights as a whole had steadily fallen, and with the expansion^ 
of shipbuilding they are likely soon to do so again. 

Signor Supino records the process ot the supersession of 
sailing-ships by steamers, with explanations of the survival of 
the former, and of the partial competition between the two types 
of transport; he describes the influence on shipping of good 
harbours and of inland waterways. After his discussion of com- 
petition and combination among shipowners and their effect on 
freights, his most interesting chapters deal with bounties and 
their results. As an economist and a citizen of a country directly 
interested in shipping subsidies, he draws the conclusion of the 
orthodox free trader that such intervention by the State is bad. 
Shipbuilding in France, Italy, and Austria, he says, has either 
not been stimulated or haS been over-stimulated by bounties, 
which, in defiance of first principles, have steadily increased. 
Where subsidies to shipowners are granted according to distance 
covered and freights carried, it is hardly possible to avoid fraud or 
the encouragement of the less progressive forms of shipping. tLelt 
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the state, he concludes, foster shipping, not by granting bounties, 
but by such means as reihitting harbour dues. This question, and 
all other problems of the shipping industry, ^intimately* concern 
Italy, with her growing trade and her streams of emigrants. She 
must wake up to feel that her future is on the sea . 

The author writes of crews chiefly as an item in the cost of 
freights. It wouM make his comprehensive treatise iiiore com- 
plete if he could give more space to the personnel of the ships 
which he describes at such length, with some* statement as to 
methods of recruiting for the merchant service, and, e.gr., the 
comparative value of white and colou|;ed labour at sea. 

On page we are told that nine-tenths of Bri^h exports 
consist of coal. By referring to page 260 we discover that the 
author is writing of the weight, not the value, of our exports. 
But the phrase, as it stands, is misleading. 

, C. V. Butler 

Outlines of Railway Economics. By Douglas Knoop, M.A. 

(London : Macmillan. 1913^ Pp. 274.) 

This book* represents a new departure. It is primarily an 
elementary text-book of economics, in which the illustrations have 
been drawn from railways, instead of agriculture or some other 
branch of industry and commerce. It^is to be hoped that this 
will attract many students of railway questions to acquire some 
knowledge of the principles and terms used by scientific 
economists. ^ 

The book is throughout lucid and clear, and when Mr. Knoop 
is dealing with general economics he is treading on ground he 
knows well. With railway matters Mr. Knoop seems less con- 
versant. He is not always accurate, and frequently his statements 
are inadequate. 

On p. 73 he writes : “Government duty does not vary directly 
as the traffic.” The actual position is that Government duty varies 
directly with the receipts from those classes of passenger fares 
where the corresponding ordinary single fare is more than Id. per 
mile. It is incorrect then to conclude that the burden per unit of 
traffic should diminish as the traffic increases. Then on p. 207 Mr. 
Knoop says : “ The cost of performing the service appears to be the 
chief consideration influencing statio*b terminals.” The truth is 
that station terminals are mainly a rent for the use of the station. 
It is arguable that they cover such services as placing wagons in 
position for unloading, invoicing, &c., but these are minor and not 
chief considerations. 
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On p. 196 Mr. Knoop makes what seems a wholly iindeserved 
reflection on the work of Parliament. “The statutory classifica- 
tion,” heo writes, “is far from being complete.” At the time it 
was drawn up it was as complete as the combined efforts of Board 
of Trade and railway ofl&cials, assisted by representatives of com- 
merce and industry, could make it. Provision was even made 
for any artiple not enumerated. The statutory classification 
cannot fairly be described as incomplete because it failed to 
enumerate such modem inventions as typewriters and piano- 
players. 

On p. lOd the following remarkable statement occurs : — “It 
is an accepted principle of railway working that where traffic is 
‘ local ’ to one company, no other company shall carry the traffic 
part of its way at the local rates.” This is a wholly misleading 
statement of the understanding which exists between the leading 
railway companies in regard to unconsigned traffic and through 
booking arrangements. The understanding that exists rests on 
no legal foundation, and is merely a convenient arrangement to 
avoid a particular kind of competition. 

Again, a claim is made that the steadiness of railway charges 
makes the problem of prices, so far as railways are concerned, 
simpler than it is in many other industries. As a practical 
railway man, the writer of this review has always considered that 
the difficulty of adjusting railway prices added enormously to the 
complexity of the problem. The ability to adjust an error quickly 
surely cannot make the price problem more difficult for other 
industries. • 

In dealing with rates and charges, there is a distinct tendency 
on Mr. Knoop’ 8 part to confuse the rates actually charged and the 
statutory maxima. Altogether, one is left with the impression 
that Mr. Knoop has been rather venturesome in publishing his 
book before he had obtained a more thorough knowledge of 
railway problems. 

W. Tetley Stephenson 

The Evolution of German Banking. By Leopold Joseph. 
(London : C. & B. Layton. 1913. Pp. 124. Price 3s. 6d. 
net.) 

% 

This small book is the outcome of a series of lectures delivered 
by the author at the London School of Economics, and, although 
well-written, a perusal of it at once reveals the fact that the work 
has suffered by over-condensation. 
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The part of the book deals more with tlie economic 
development of G-ermany than with actual ^banking, and the 
reader is given ho more than a hazy glhnpse of the position of 
German industry and finance. Special emphasis is laid on the 
fact that German bank shares are issued in th^ form of bearer 
certificates : there is no uncalled liability, and the shares are in 
consequence more popular with the general public,' since, in 
Mr. Joseph’s opinion, the capital thus supplied is of an im- 
personal character, and the limited liability tias for effect "the 
“democratising and stabilising of capitalisation.” 

Chapter 2 is little more than a summary concerning German 
land banks, mortgage banks, co-operative societies ,^^d savings 
banks, and, ‘although the eubject-matter is interesting enough as 
far as it goes, the examination of the methods is too superficial 
to be of any real value to the student of the important question 
of credit facilities for the masses. • 

Tn describing the constitution and operations of the Eeichsbank 
and the Seehandlung, the author appears to be more in his natural 
sphere, and has managed to givS in a very few pages a good deal 
of useful information on the Banks* connection with the money 
market. 

In Germany, as in England, there is a general complaint that 
the sole gold reserve of the country is kept by the Central Bank. 
The Eeichbank’s gold, to all intents and purposes, serves, not 
only as a cover for its own note-issue and deposits, but also for 
the deposits of all the other banks, and various proposals are 
constantly under discussion to remedy this state of affairs. 

As is well-known to economists, the Eeichsbank is permitted 
to issue notes to an unlimited extent, and as cover for the notes 
in circulation, the Bank is compelled to hold at least one-third 
in German gold coins, notes issued by the Government, bar gold 
or foreign gold coins, and the remaining two-thirds in discounted 
bills or cheques of a specific description. As a precautionary 
measure, however, to check the circulation in excess of the 
amount covered by gold and cash, an interest tax of 5 per cent, 
per annum, chargeable for at least one week, is imposed on the 
amount of notes exceeding an authorized issue of 27J millions 
sterling, and this, it is said, acts as a safeguard. But from an 
economic point of view, this duty imposed by the Government is 
a clumsy device : it is obviously always open to the Eeichsbank 
to pay the tax, increase the circulation, and then recoup the cost 
from its discounting clients. In these circumstances the imposi- 
tion of the 6 per cent, is no deterrent to an excels HQte-issue, 
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It is interesting to note that one method by which the 
Eeichsbank protects its gold reserve is by the sale of its holdings 
of foreign bills. Unlikfe the Bank of England, which does not 
int^pde foreign bills in its portfolio, the Eeichsbank, for practical 
reasons, makes a point of investing in such paper, and in December, 
1912, she held over £2,000,000 in foreign bills on England, 
America, Belgium, France, and other countries. 

The concluding chapter on Grossbanken is instructive, as 
showing that the industrial development of Germany is due 
as much to .the banking influence as to the efforts of the 
leaders of industry, and -the author is plainly, of opinion 
that the presence of commercial men on the directorates of the 
banks, while exercising a beneficial effect on the commerce and 
industry of the country, is at the same time profitable from the 
banker’s point of view. But I believe it is a question whether 
Germany, in permitting her banks to engage with extraordinary 
activity in various industrial enterprises, is not creating a 
dangerous situation from which she will one day suffer. 

William F. Spalding 

Business Organisation and Combination, By Lewis H. Haney, 
Ph.D. (New York : The Macmillan Co. 1913. Pp. 
xiv. +483. 85. fid. net.) 

Dr. Haney has written a book that is intended primarily 
for use in American colleges and universities, though^he ’has kept* 
in mind also the interests of the business man and of the general 
reader. After considering the various forms under which business 
may be organised and the different ways in which firms can com- 
bine, the author discusses the causes of the “trust problem.” 
He shows that the various abuses connected with combinations 
fall into two classes, those associated with the formation and 
management of “corporations” (or companies as we should say) 
as such, and those associated with the monopolistic powers 
wielded by many large concerns. The former abuses are fostered 
by the very lax “corporation” laws, the latter by tariffs, patent 
laws, and laws on the restraint of trade. The primary cause 
of all abuses, however, is said to be the low moral tone of 
American business men. At the end of the book various remedies 
are suggested for dealing with the existing abuses. 

When an English reader picks up an American book dealing 
with combinations and trusts, he cannot refrain from asking^ 
himself why is there a “trust problem” in the United Stat^, 
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whereas at home there is no similar problem? Dr. Haney’s 
book does not provide the answer to the question, largely because 
there is little or no comparative treatment of the subjecjA. There 
is only an occasional reference to English and German conditions, 
and one, at least, of these does not seem accurate, viz., the state- 
ment (p. 73) thct unincorporated joint stock companies are 
common in England. No special attention is devotea to the 
question whether there are conditions existing in the United 
States, but unknown in Europe, which either cause, or im any 
case aggravate, the trust problem. How far. for example, is 
the American Constitution, which permits of great multiplicity 
of State and JPederal legislation dealing with corporations, re- 
sponsible for the existing state of affairs? 

Arising out of the emphasis laid by the author on the standard 
of business morality, it would be interesting to learn why this 
is so low in America, and how it compares with that in European 
countries. 

Douglas Knoop 

t 

The Franco-Qerman War Indemnity and its Economic Results. 
By Horace Handley O’Fabrell, with an Introduction by 
Viscount Esher, G.C.B., G.C.V.O. (London : Harrison and 
Sons. 1913. Pp. X.+80.) 

In the world of movements, professions of a readiness to hear 
the other side of the case are more often made than justified. 
%But the G^irton Foundation, the body whose purpose it is to 
bring Mr. Norman Angell’s views before the public mind, has 
fairly made good its claim to be concerned primarily with a 
disinterested search for truth. Its publication of Mr. O’Farreirs 
essay on the Franco-German War Indemnity is the latest evidence 
of the genuineness of its attitude. Mr. Norman Angell, as is well 
known, has sought to prove that Germany derived no real advan- 
tage from the huge indemnity which she exacted forty years ago 
from France. This argument Mr. O’ Farrell subjects to a critical 
examination, and, as Viscount Esher observes in the most definite 
sentence of a discreet introduction, “his conclusions on the specific 
point are not in agreement with those of Norman Angell.” Mr. 
O’Farrell, in fact, finds Mr. Angell’s argument to be an in- 
stance of the “post hoc, ergo propter hoc” fallacy. It is based 
on the statement that “the decade from 1870-1880 was in France 
a great recuperative period, and for Germany, after a boom in 1872, 
one of great depression.” This depression Mr. Angell attributes to 
the embarrassing results of the receipt of the indemnity. Mr. 
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O’Farrell, after demurring to the justice of the antithesis, shows 
that the depression was not confined to Germany, but ‘*was 
world-wide in its sweep ” ; that it had its cause in a preceding 
period of over-production and consequent speculation; that it 
had its origin in events in no way connected with the Franco- 
Grerman War, viz., the failure of the Bank of Vienna in June, 
1873, and the crash in the United States later in the same year ; 
and that there were reasons (the large quantity of German invest- 
ments in the United States, while French capital was invested 
almost entirely dn domestic industry) why such a crisis should 
have affected Germany mori^ seriously than France. “It seem6, 
therefore, plainly incorrect to regard the disasters in Germany 
as entirely, or even mainly, due to the receipt of the French 
indemnity.” 

So much for the alleged disadvantages of the indemnity. On 
the question of its positive advantage, Mr. O’Farrell takes a 
moderate view. He considers it a mistake — another careless 
historical deduction — to attribute to the indemnity the great 
development of German industry since 1879 ; though he appears 
to think that that development has been much assisted by certain 
other results of the Franco-German War — by the security and 
confidence which it has given to the German people. But the 
indemnity itself was none the less “a considerable benefit,” 
because, in the words which the author quotes with approval from 
Serrigay, it “permitted Germany to effect a greatly needed 
monetary reform, and to increase during a long period its' inilitary< 
power, without putting any serious strain on the masses Si its 
population.” It is perhaps something of an anti-climax when 
Mr. O’Farrell concludes, like Lord Esher, with a cautious double- 
negative, that it is “not impossible” “in certain circumstances” 
for a nation to make a profit by the exaction of an indemnity 
from a defeated foe. 

But at this point Mr. O’Farrell turns round, and emphatically 
declares that these circumstances “must always be very excep- 
tional.” Three conditions are necessary. The defeated nation 
must be very nch. Its defeat must have been crushing and 
complete. And the war must have been of short duration. These 
conditions were all fulfilled in the case of the Franco-German 
War ; they are unlikely all to be fulfilled again. An indemnity 
is not, as Mr. Angell’s critics would have it, just the same as an 
ordinary loan, only without interest and without need of repay- 
ment. The productive resources of the defeated country have 
been injured, and this causes “a reverberatory shock” from whidb 



1914] JLEWINSKI : THE OBIGIN OP I’EOPBETT 127 

the victorious country suffers. For an indemnity to be “ remunera- 
tive in the case of a stiuggle of even moderate duration between 
modem communities tolerably equally mafbhed in point of military 
strength, the ransom would have ultimately to be fixed so high 
that it would trench upon the capital of the conquered nation, 
and the difficulties of compelling payments, as well as the shock 
to international credit, would be enormously increased.”" Whether 
or not these considerations possess the importance whicb Mr. 
O’Farrell attaches to them, few people will c&re to dispute* his 
final conclusion that “when other motives have ceased to impel 
the nations t 9 war, the desire for loot* and ransom will have long 
been inoperative as a stimulant to military enterpris^.” 

Mr. O’Farreil’s work is excellently done. In somewl^t diffi- 
cult circumstances he succeeds in preserving an eminently judicial 
tone. He has spared no pains in the collection of material, which 
he handles with judgment as well as impartiality. His statistical 
analyses will form, as he himself ventures to hope, a valuable 
contribution to knowledge “apart from all matters of controversy.” 

• H. D. Henderson 

The Origin of Property and the Formation of the Village 
Community, By Jan St. Lewinski. (London : Constable, 
1913. Pp. xi.+71. 3«. 6d. net.) , 

In this little book, Mr. Lewinski aims at investigating the 
large and complex question of the origin of property and the 
formation oi the village community. In doing so, he accepts 
as his chief basis the latest Eussian researches dealing with 
primitive forms of property. A very keen interest has lately 
been felt in Eussia in the study of the evolution of communities, 
and a whole series of learned works on the subject have 
been published — works founded on hitherto unknown material. 
This fresh material, consisting chiefly of observations of ethno- 
graphers and officials working at statistics, as well as the results 
of investigations made and published by the Government, supply 
information as to the “living history” of communities in so far 
as they still exist, in remote Eussian districts, more especially in 
Siberia. This material enables us to observe the different stages 
through which nomads had to pass before they settled down as 
agriculturists and all the corresponding changes in the conditions 
connected with rural economy. It goes without saying that this 
new material, besides throwing new light on the origin of com- 
munities in Eussia^ is also interesting from a sociological point 
of view. The investigation of this material has been recently 
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gone into by the Eussian economists — Kaufman, Kachorowski, 
etc. — as well as by the historian, Pavlov-Silvanski. 

In presenting these Results to the English public, Mr. Lewinski 
largely avails himself of the publications of these writers, and 
this certainly deserves commendation. But we cannot help point- 
ing out that it was a mistake to study only the recent Eussian 
publications on the subject without considering the previous 
literature. The researches of Eussian scholars in the course of 
the last fifty y^ars contain abundant historical, juridical, and 
ethnographical materials. For the elucidation of the problem 
Mr. Lewinski only cursorily mentions Chicherin^ and Beliaeff, 
wrongly connecting the two (p. 69), and does not evince any 
knowledge of the publications of- Sergeyevitch, Efimenko, 
Bogostowski, Sokolowski, Vladimirski- Budanoff, Tranoff, and 
others. The author has seemingly been much influenced by the 
economist Kaufman, wh®, in working on “live” material, treats 
historical evidence with great scepticism and even confesses to 
a kind of historical agnosticism. But Mr. Lewinski, who occa- 
sionally refers in his little bobk to Germanic and Old English 
antiquities, should not have let the evidence of Uncient Eussia 
escape his notice. After all, the application of the comparative 
method is commendable only when historical persi>ective is being 
observed. As a votary of the individualistic conception of primit- 
tive property, the author attaches an exceptional importance to 
the right of free occupation. Apart from the fact that limitationB 
to such free occupation have necessarily to be imposed, it !3 
scarcely possible to deduce from it the right of private property. 
In that respect the w^ell-knowm investigator of Eussian feudalism, 
Pavlov-Silvanski, represents a rather extreme view. If the author 
of the book we are now considering had been familiar with the 
publications of other Eussian historians, he would have had to 
reckon with serious arguments in the opposite directions. Mr. 
Lewdnski, who likes to refer to the literature of Western Europe 
(though those references are not infrequently of a casual kind), 
should bear in mind the opinion of Professor Vinogradoff on the 
subject : — “The communalistic origin of property in land has 
been lately much contested. But in so far as agriculture is 
historically developed out of pastoral husbandry, there seems to 
be hardly anything more certain in the domain of archaic law 
than the theory that the soil was originally owned by groups and 
not by individuals, and that its individual appropriation is the 
result of a slow process of development ” {The Growth of the 
Manor, p. 18). 



1914] LBWINSKI : THB OBIora OF :^CPBBTY 129 

The weakest part of Mr. liewinski’s work Ues his general 
conclusions concerning the process of the formation of pi^perty. 
which he deduces from the following fouj elements : -ID The 
economic principle; (2) The principle of numerical strength; 
(3) The girowth of population ; (4) The relation of nature to human 
wants. Both the scheme and the arguments m favour of it are 
far from convincing. The author’s reasomng , though pretentious, 
iB not infrequently naive, nor does he su^eed “ ^ 
evidence into the frame of hie artificial scheme. The little bj^k 
has however, the merit of bringing to the notice of English 
readers some interesting facts of Bussian agrarian d^®veteP“®nt-^ 


No. 93.— VOL. xxiv. 



NOTES AND MEMORANDA 

The New Banking Mbasuee in the United States. 

The Federal, Reserve Act, approved by President Wilson on 
December 23rd, 1913, is the outcome of a campaign for banking 
reform waged vigorously since 1907, and intermittently for a 
much longer time. ' 

The cr^’ing scandal of American banking has Been its inability 
to m&et successfully the stress of business crises. In 1873, in 
1893, and again in 1907, the banks refused loans to solvent 
business men on any terms, and limited or even suspended cash 
payments to depositors and correspondents. As a result, these 
crises degenerated into destructive panics. The painful contrast 
between the weakness of the American banking system on such 
occasions, and the strength shown by the English, German, 
French, and Canadian systems, suggested that the proper 
remedy was to reorganise the American system on foreign lines. 
But serious difficulties stood in the way of such proposals. The 
plan of establishing a great central bank aroused popular fear 
of a “money trust” controlled by “Wall Street.” No method 
of ownership or control, and no limitation of powers or profits 
that was devised, could allay this distrust. Similftrly, the idfea 
of branch banking on the Canadian model was a bogey to the 
public in general, and to the country bankers in particular. 
The latter were most unwilling to be exposed to the danger of 
being sw’allowed up, as the local English bankers have been by a 
few metropolitan institutions. 

In a measure, expert opinion sustained the objection to both 
of these remedies. It was gravely doubted whether a central 
institution like the Reichsbank could control credit inflation 
during periods of prosperity, or could judge experMy of com- 
mercial paper coming from all parts of so large a country. Cer- 
tainly its efforts would be gravely hampered unless branch 
banking came in with the central bank. But the American 
system of thpusands of small independent banks has merits which 
no impartial judge would willingly sacrifice. For this system 
permits a close adaptation of banking to the needs of every 
community and of every type of business. In the large «it&s 
national banks, trust companies, state banks, private banks, and 
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savings banks exist side by side, each kind of bank socialising 
in certain fields, and each kind competing with other kinds for 
overlapping types of business. In the smaM towns and country 
districts, where there is not enough banking business to permit 
of specialisation, that kind of bank is set up which best meets 
with the local needs. Moreover, it is a great advantage that 
most of the banks arc owned and managed by local men. ^ Whik* 
some of the States permit branch banking, and while there %re 
some “chain banks,” still the vast majority of the 26,000 banking 
institutions are independent business enterprises.^ The carefully 
trained man sent out from a central office in London or Montreal 
to manage a dist|mt branch has more technical skill than the 
average country. banker in the United States; but the Ameri^n 
is in closer touch with his customers. Many people in the 
community have a business or personal interest in the bank, 
and these ties are advantageous both to the community and to 


the bank. 

Now the Federal Reserve Act seeks to retain these great, 
though unobtrusive, advantages of flexibility and local interest 
while securing the advantages of combined action in meeting 
strains. It centralises reserves, it makes the currency elastic, 
and it provides for rediscounting of commercial paper ; but it 
does not set up a central bank or remove the present restrictions 
upon branch banking. Accordingly, as reorganised under the 
new Act, the American banking system will still differ from all 
the great foreign systems. 

Of the machinery erected by the Federal Reserve Act, the 
essential feature is the Federal Reserve Banks. An organisa- 
tion committee, composed of the Secretary of the Treasury, the 
Secretary of Agriculture, and the Comptroller of the Currency, 
is to divide the country into not less than eight nor more than 
twelve districts, and to designate in each a city where a Federal 
Reserve Bank shall be established. The capital of these new 
banks is to be provided by the banks already existing, whether 

^ The Comptroller of the Currency supplies the foUowing conspectus of the 
reporting banks on Juno 4, 1913 


Number, 


National Banks 7,473 

State Banks 14,011 

Private Banks 1,016 

Trust Companies 1,615 

Mutual Savings Banks ... 623 

Stock Savings Banks 1,855 


Deposits, 

$5,953 millions 
8,081 „ 

143 „ 

8,571 „ 

3,770 „ 

967 


26,993 $17,476 „ 

The returns from the private banks are far from complete. The Comptroller 
estimates that there are over 3,500 private banking oonoerns and brokerage 
houses in the country.** 
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organised under Federal or State law — the national banks being 
required to come into the system, the State institutions being 
permitted to do so. Every member bank must subscribe for an 
amount of stock equal to 6 per cent, of its own capital and 
surplus, half to be paid in gold within six months, the other half 
to remain subject to call. The minimum capital for a Federal 
[Reserve Bank is to be $4,000,000, and if this sum is not made 
up by bank subscriptions in any district, the balance is to be 
allotted to the' public or the Government. 

To unify the operations of these eight to twelve regional 
banks, there is set up a Federal Beserve Board, with head- 
quarters in Washington. Over the constitution* of this board a 
great fight was waged — men whq feared the .“money trust” 
seeking safeguards against “Wall Street domination,” and 
bankers seeking safeguards against inexperienced management. 
The final result is a board of seven members, the Secretary of 
the Treasury and the Comptroller of the Currency, ex officiis^ 
and five men appointed by the President “by and with the advice 
and consent of the Senate.” c In making his selection, the Presi- 
dent “shall have due regard to a fair representation of the 
different commercial, industrial, and geographical divisions of 
the country.” At least two of his five nominees “shall be persons 
experienced in banking or finance ” ; but no member of the board 
shall be financially interested in any banking enterprise, and 
none shall be eligible to hold office in any member bank during 
his term of service or for two years thereafter. The positions 
are made attractive by a liberal salary — $12,500 — a long tenure 
of office — ten years — and, most of all, by the wide powers 
entrusted to the Board. 

In the large, the Federal Beserve Board is to have super- 
vision over the whole system. It will also have a voice in the 
management of the regional banks. For the Federal Beserve Board 
appoints three of the nine directors of each Federal Beserve 
Bank, the other six being chosen by the stock-holding banks, 
three to represent them and three to represent the commercial, 
agricultural, or industrial interests of the districts. Under this 
arrangement, two-thirds of each regional directorate are debarred 
from having any financial interest in banks ; but this should not 
mean inexpert management, for at least two of the Federal 
Board's appointees must be men “of tested banking experience,” 
and the like will doubtless be true of the three representatives 
of the member banks. 

As a moral check upon the possible absolutism of the Qeniral 
Board, a Federal Advisory’ Council is cieated of men chosen by 
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the Federal Beserve Banks. This council is to meit at least 
four times a year in Washington, and may hold other meetings 
elsewhere on its own initiative, or wheit summoned by the 
Central Board. Its functions are, as its name suggests, purely 
advisory. That is, it may confer with the FedeiBl Beserve 
Board on general business conditions ; it may make such repre- 
sentations as it chooses to the latter Board ; and it may call for 
information concerning discount rates, rediscount business, iiote 
issues, cash reserves, &c. 

While the full responsibility for the general management of 
the plan rests the Federal Beserve Board, the Board does 
not constitute a central bank. For all the banking business is 
to be conducted by th^ eight to twelve Federal Beserve Banks, 
by their branches, and by the thousands of member banks. To 
show what business changes will result from the new law, it is 
best to begin with reserves. • 

Under the old system, national banks in the central-reserve 
cities — New York, Chicago, and St. Louis — were required to 
keep in their own vaults reserves hi lawful money not less in 
amount than 29 per cent, of their net deposits. The same 
requirement was made of national banks in the reserve cities — 
forty-seven in number — except that they might hold half of this 
percentage in the form of credits with approved banks in the 
central-reserve cities. Finally, national banks in all other places 
were required to carry reserves of at least 15 per cent. , of which 
notj», more thatb three-fifths might be in the form of balances 
with approved banks in reserve or central-reserve cities. The 
new law preserves this classification of towns, but alters the 
minimum reserve requirements, makes Federal Beserve Banks 
the sole approved reserve agents, and introduces a distinction 
between the reserves required against demand deposits and 
against deposits subject to notice of thirty days or more. The 
schedule of minimum reserves as it will stand when the law has 
taken full effect may be presented in tabular form : — 


ii. 

Against 

time 

deposits. 

Against Demand Deposits. #: 

Banks situated 

4 ' 

I Total 
Reserve. 

Kept 
• in 
Bank. 

Kept 
in P.R. 
Bank. 

Kept in 
either 
place. 

Not in reserve oities 

. 

Per cent. 

Per cent. 

Per cent, 1 

Per cent. 1 

Per cent. 

6 

12 

4 

6 

S 

In reserve oities ... ... 

5 

16 

6 


4 

In central-reserve cities. 

5 

18 

6 

.7 

6 
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It will be seen that this new schedule is considerably lower 
thf n the old one ; but the Federal Eeserve Banks themselves are 
requifbd to keep ihuch larger reserves than were formerly 
demanded by law or carried in practice by any American banks, 
namely, at least 35 per cent, in lawful money against deposits 
and 40 per cent, in gold against their Fedteral Beserve Notes — of 
which presently. Further, many of the State banks and trust com- 
panies which will come into the system have carried reserves 
smaller than the new law “requires, and the national banks will 
no longer be allowed to count the 5 per cent, fund kept with the 
Treasurer of the United .States for the redemptiqn of their notes 
as part of their reserves against deposits. Uast October this 
fund amounted to almost $36,000,000. .While the old require- 
ments were rigid, at least in theory, the new minima are made 
elastic by giving the Federal Eeserve Board power to suspend 
the reserve requirements at its discretion, subject to a graduated 
tax upon the deficiencies below the normal level. 

Deposits in the Federal Eeserve Banks may be made by any 
of its member banks, by the Federal Government, or by any 
other Federal Eeserve Bank. The latter deposits, however, are to 
be made “solely for exchange purposes.” One of the significant 
features of the Act is that it sweeps away the last remnants of 
the “ Independent Treasury System ” ; for the Eeserve Banks 
are to serve not only as Government depositories, but also as 
fiscal and distributing agents of the United States. All Govern- 
ment revenues may be deposited in these banks, and all Govern- 
ment expenditures may be paid in che<]ue8 against such deposits. 

The chief income-yielding business of the Federal Eeserve 
Banks will be the rediscounting of commercial paper for member 
banks. This paper may be “notes, drafts, and bills of exchange 
arising out of actual commercial transactions,” or “acceptances 
which are based on the importation or exportation of goods.” 
The maturity of the paper must not exceed ninety days except 
in the case of agricultural bills, where the limit is extended to 
six months. Bills “covering merely investments ... or drawn 
for l^e purpose of carrying or trading in stocks, bonds,” &c., are 
expressly excluded from acceptance. The discount rates for 
each class of paper are to be fixed by the Federal Eeserve Banks 
“with a view of accommodating commerce and businese”; but 
they are “subject to review and determination” by the Federal 
Eeserve Board. This Board is even given power to “permit, or 
on the affirmative vote of at least five members of the Eese^e 
Board to require Federal Eeserve Banks to rediscount th® dis- 
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counted paper of other Federal Reserve Banks, at rates of interest 
to be fixed by the Federal Reserve Board.” Further, it is 
provided that whenever the Federal Res^^ Banks becctoe sub- 
ject to the graduated tax on deficiency of reserves, they must 
“add an amount equal to said tax to the rates of interest and 
discount fixed by the Federal Reserve Board.’* tJnder this plan 
the discount rates paid by bank borrowers in all parts of .the 
country will be reviewed, if not determined, by the Central Board 
in Washington. 

It is intended that these new bankers’ banks shall be managed 
primarily with a view to the genei;al welfare of “legitimate 
business,” and. only secondarily with a view to making profits 
for their stockholders. The rate of dividend, indeed, is limited" 
to 6 per cent, of the paid-in capital, which is only half of the 
subscribed capital. Dividends at this rate are to be cumulative. 
Half of the net earnings in excess of 6»per cent, ere to be held 
until each Reserve Bank has accumulated a surplus equal 
to 40 per cent, of its paid-in capital ; until this has been 
accomplished, half, and thereafter all, the excess earnings are 
to go to the Federal Treasury and be used to supplement the 
gold reserve against United States Notes or to reduce the bonded 
debt. 

In order to protect their cash reserves and to influence inter- 
national movements of gold, the Federal Reserve Banks are 
empowered to engage in “open-market operations” in foreign 
ejtchange." '{hat is, they may deal in cable transfers, bankers’ 
acce^ances, and bills of exchange “with or without the endorse- 
ment of a member bank ” ; they may buy and sell gold coin or 
bullion, and they may open foreign accounts, appoint foreign 
correspondents, or establish foreign agencies as they deem wise 
for their dealings in exchange. 

The problem of providing an elastic currency under the new 
system was complicated by the existing relations between bank- 
notes and Government bonds. Last October the bonded indebted- 
ness of the United States amounted to $967 ,000,000. Of these bonds 
the national banks had deposited with the Treasury not lees than 
$744,000,000 as security for their notes, and $41,000,000 more as 
security for their federal deposits. Moreover, $731,000,000 of the 
total debt consisted of 2 per cent, bonds, and of these the national 
banks held $701,000,000. Obviously, the national banks could not 
dispose of these enormous holdings without ruinous loss ; obviously 
they could not afford to hold their 2 per cents, as an ordinary 
income-yielding investment, and yet the currency could not be 
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XBade elastic so long as all bank-notes had to be secured by the 
dejposit of United States bonds. 

The^^ solution adopM for this difficult problem contemplates 
both the creation of & new form of currency and the retention 
of the old national bank notes. Concerning the latter notes, it 
is provided that any member bank having bond-secured circula- 
tion may notify the Treasurer of the United States at any time 
within two to twenty years after the passage of the Act that it 
desires to sell its'Govemment bonds at par. The Federal Eeserve 
Board may then require the Federal Beserve. Banks to buy these 
bonds from member banks at par in amounts pot exceeding 
$26,000,000 a year. The purchasing banks in- turn have the 
choice of using the bonds as the basis of circulation under the 
old terms, or of exchanging them at the Treasury for 3 per cent. 
Government obligations. Not more than half of the latter may 
be in the form of one-year Treasury notes, which the Secretary 
of the Treasury may pay off at the expiration of the year or 
renew as often as he wishes for the next thirty years. The 
remainder of the securities taken in exchange is to consist of 
thirty-year 3 per cent, bonds, without the circula.tion privilege. 
The intent of these provisions seems to be that the present 
amount of national-bank notes ($740,000,000 on October 31st) 
shall be reduced rather slowly, and that the national banks must 
continue to carry the great bulk of their Government bonds, 
though they may look forward to exchanging their 2 per cents, 
gradually for 3 per cenf;. bonds and Treasury notes* ^ 

The new form of currency is to be known as Federal Beserve 
Notes. These notes are to be issued by the Federal Beserve 
Board to Federal Beserve Banks only, against collateral security 
consisting of commercial paper accepted for rediscount. They may 
be retired by the Beserve Banks at will by depositing the notes 
themselves or their equivalent in lawful money with agents of 
the Central Board. On retirement, of course, a corresponding 
amount of collateral will be released. While these notes will be 
obligations of the United States, redeemable in gold at the 
Treasury, and acceptable in payment of all taxes, including 
customs, they are made a first lien on the assets of the issuing 
banks, and the latter are required to hold against them gold 
reserves of not less than 4ff per cent., subject to the remissions 
accompanied by special taxes which have been explained above. 

Such are the main outlines of the new plan. Under it every sol- 
vent business man who can provide commercial paper of standard 
quality should be able to obtain bank loBns, whatever be the 
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condition of businem, by paying the market rate bf discount. 
For practically every banking enterprise in the country can 
qualify to enter the systwa if it so desifts, and every tnember 
bank can rediscount the paper it has bought with its Federal 
Eeserve Bank, and the latter at need may rediscount again with 
one of its fellows in another district. The member bank can take 
the proceeds of the rediscount in deposit credits or ia Federal 
Eeserve Notes, and use either form of credit in making 'loaTis to 
furtke/ borrowers. There is no limit placed updh the amount of 
loans, note issues, or deposit credits except the indirect limits 
imposed by tjie possible refusal of the Federal Eeserve Board 
to relax the reserve requirements, or the unwillingness of bor- 
rowers to pay the high rates of interest which will be charged* 
when reserves fall below the normal minima. Whether the law 
will produce an expansion of bank loans in the near future is a 
point upon which opinions differ. There* are bankers who predict 
contraction. 

Among the incidental advantages hoped from the new system 
are (1) the standardising of conftnercial paper, for every bank 
will wish its cftistomers to give it paper which may be used at 
need for rediscount with its Federal Eeserve Bank ; (2) the 
creation of a standard discount rate, possessing somewhat the 
same significance as the Bank of England’s official rate ; (3) the 
publication by the Federal Eeserve Board of detailed weekly 
reports from all the Federal Eeserve Banks, which should prove 
ot^yalue in ga^iging business conditions in different sections of the 
couniry ; (4) the systematisation of inter-city clearings by the 
Federal Eeserve Banks, and the standardisation of collection 
charges by the Federal Eeserve Board ; and (5) the bringing of 
a larger proportion of the banks under Federal inspection. It 
may seem as if the admission into the new system of institutions 
organised under State law would reduce the advantage of pos- 
sessing a Federal charter. But, on the other hand, the Act omits 
certain restrictions which have hampered the national banks in 
the past and grants them certain new privileges. Newly- 
organised national banks are no longer required to purchase 
United States bonds; national banks outside the central-reserve 
cities are at last permitted to make loans upon farm lands ,- any 
national bank may apply for a special ^rmit to do trust company 
business, unless forbidden by State or local law ; and finally, 
national banks with a capital and surplus of $1,000,000 or more 
may ask the Federal Eeserve Board for authority to establish 
foreign branches. 
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Whatever difficulties may be encountered in running this great 
and original system, it promises to secure general adhesion among 
banks 6f all classes af the start. Within just one month after 
the law was signed, 6,007 national banks, representing 75 per 
cent, of the capital of the system, had formally accepted the 
provisions of the new Act ; 169 other national banks had signified 
their intention of coming in, and 1,016 State banks and trust 
companies had asked to be included. Since this date acceptances 
have continued to come in rapidly, and the largest bank in the 
country — the National City Bank of New York— has announced 
its intention of joining, aj though its president ha^ been one of 
the severest critics of the new law. Meanwhile the Organisation 
^'Committee is at work on the task of dividing the country into 
Eeserve Districts. Before the end of 1914 it is probable that 
the new system will be running full blast. 

^ Wesley C. Mitchell 

Columbia University. 


€ 

The Leeds Municipal Strike. 

I 

The history of the Leeds municipal strike is well worth 
writing if only as a record of the series of blunders made both 
by the Corporation and the employees. Space will, however, 
not allow of any detailed account of the course of the dispute, 
and attention will therefore be mainly confined to some interes^t- 
ing and important questions which liave arisen ^ a result j^t 
the strike. * 

In July, 1913, a number of municipal servants — paviors’ 
labourers and others — obtained increases in wages amounting 
in the aggregate to about £9,600 a year. Almost immediately 
an agitation arose for an increase amongst other grades of 
employees on the ground that for several years a large number 
of municipal servants had received no rise in wages, and that in 
the meantime the cost of living had risen considerably. Accord^ 
ingly a demand for a 2s. increase was formulated for workers in 
a number of municipal departments, the chief being the gas, 
sanitary, street lighting, and parks departments. The matter 
was discussed at the September and October meetings of the 
City Council, and it was decided to defer the consideration of 
the men's claims until after the municipal elections, it being 
understood that any increases gr£i,nted should date back to 
October Ist. The threatened strike was consequently postponed 
by the men. At the November elections, at which the wl^es 

'M, 
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question was the main issue, the labour party gainecl three seats, 
and returned to the Council Mr. Walt Wood, the local organiser 
and leader of the Gasworkers and Genital Labourers’* Union — 
the chief union concerned. At the bye-elections following on the 
aldermanic elections, a further labour gain was c^btained. The 
new Corporation Committees got to work and recommended 
certain increases for over 2,000 men (rather over one-half of 
all concerned) amounting to £6,500 a year. The men thereupon 
gave the Corporation three days in which t6 reconsider these 
concessions, and no further increases being offered, a strike was 
proclaimed ^t midnight on Decembei;10th. Later, the tramway 
men came out, and after a short strike returned, with de- 
moralising effects on the other municipal strikers. On December’ 
Slst the men offered to resume work on conditions that the con- 
cessions made were adhered to, that men who had not received 
Is. advance were granted an increase^ up to that amount, and 
that all men were reinstated. On January 7th the Emergency 
Committee of the City Council agreed to meet Mr. J. E. Clynes, 
president of the Gasworkers’ Union. Negotiations were opened, 
and on Janifary 18th an agreement was arrived at ; advances 
already granted were to date from the time of restarting work, 
further claims for increases were to be considered on their 
merits, and reinstatement was to be commenced immediately and 
carried as far as possible. The men are no better off than they 
would have been if they had accepted the Corporation’s offer at the 
Jtigj^nnihg ©f December ; indeed, they are worse off, as the 
increases conceded do not date back to October, and many men, 
probably about 700, have not been reappointed. 

The failure of the employees is due to a variety of causes, 
some of which are peculiar to municipal disputes. Generally 
speaking, the odds are against the men during disputes, and 
the odds are much greater in the case of municipal strikes. The 
public are the employers, and public opinion is therefore biassed. 
The anti-labour newspapers are a powerful weapon against the 
strikers. The economic issues become confused with political 
ideas. All these factors — the absence of a more or less indepen- 
dent public opinion, the attitude of the Press, and political 
animus — were present in the Leeds strike. The intervention of 
the University of Leeds, the obstinacy of the Emergency Com- 
mittee of the Corporation (it is alleged that they were supported 
by powerful industrial interests), and the mismanagement by the 
men’s leaders of the whole business from the beginning, com- 
pleted the defeat of the employees. 
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Two points call for special attention : the intervention of 
the University, and the attitude of the Corporation Committee. 
It is by •no means the *^first time that university students have 
gone to the assistance of employers during a trade dispute, nor 
will it be the last. During the Leeds dispute, however, the 
matter was more serious than that. In order that the attitude 
of the executive officers of the University may be fully under- 
stood, it will be best to quote the words of the Vice-Chancellor, 
Dr. M. E. Sadlfer, when he received a deputation from the 
Leeds Trades Council on December 18th ^ . 

‘‘When, a week ago, requests for assistance reswshqd them from 
certain departments of the city, a number of them — seniors and 
vjvniors — thought it their duty as citizens to give the help desired. 
This \^a8 no ordinary trade dispute. It was not comparable to a 
struggle between a private employer or a group of private employers 
and the working-classes. It was a determination, of which I speak 
with great respect, though' I think it misguided, on the part of a 
large number of municipal employees engaged in services vital not 
only to the convenience, but to the health, safety, and well-being 
of the whole community, not leaSt the working people and women 
and children ... to desist from their labour. . . .^ In such cir- 
cumstances and in response to requests from the authorities of 
the city . . . some of us — senior members of the University, and 
students — like large numbers of other individual citizens not con- 
nected with the University at all, thought it right to take upon 
ourselves duties which in ordinary circumstances and in the general 
division of labour are delegated to others. I should like to 
emphasise this essential difference betw^een the struggle which^b^ 
recently taken place in Leeds and any other ordinary economic 
controversy. ... In any economic conflict between the employer 
and his workmen in matters that do not affect the vital interests 
of our city or national life, none of us, as ordinary citizens, have 
any concern. . . . We think there was put upon us, in common 
with all other individual citizens, the duty of using whatever skill 
and knowledge we possess to prevent the city from being — under, 
as I think, misguided counsels — ^held up. . . . We acted . . . 
deliberately. The city accepted our offer of help so far as that 
help was needed. Much more help would have been forthcoming 
from here if the city had required it. . . . Those of us who have 
been occupied in this matter have felt very deeply that in this 
trouble we have, in so far as our action has been efficient, rendered 
to that extent less effective the weapon of the strike.*' 

The views here expressed bring out clearly two questions : 
first, the right to strike amongst employees in “vital services,” 
Bind, secondly, the right of organised interveption by universities 

^ The quotations are from the report in the Yorkshire Observer, Dec. 19th, 191^. 
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during disputes in such seances. The whole point of Dr. Sadler’s 
speech is that the University, in the interests of the community, 
was right in giving what assistance it ^Id against th^ strikers. 
There does not, however, seem to be any clear distinction between 
municipal and “ordinary ” trade disputes, unless in the municipal 
services there can be no just ground for serious complaint, and 
unless there is some form of trustworthy machine for the speedy 
settlement of differences. There is little to show that in the 
matter of wages, at any rate, municipalities, are deserving of 
special treatment at the hands of their employees. The Board 
of Trade Inquiry into Earnings and Hours of Labour illustrates 
this. The laverage wage in the pvfblic utility services (roads, 
sanitation, gas, electricity, water, and tramways) was, in 
28«. Id. per week; in the whole of the textile industries the 
average wage for men was exactly the same; in the clothing 
industries it was 30«. 2d. ; in building, 33s. ; and in the metal, 
engineering, and shipbuilding trades, 33s. lid. The railways, 
which would be included amongst the “vital ’’ services, paid, ip 
1907, 24s. 4d. per man on the average. 

Further, vital ’’ services are not necessarily municipal services, 
for in many towns such services are in private hands. Then 
also the “vital” nature of industries is a matter of degree; no 
industry is absolutely “vital,” just as no monopoly is ever per- 
fectly complete. In both cases there are always substitutes. 
The nearest approach to a really “vital” service is the disposal 
of sewage (with which, in the Leeds dispute, the University 
lilltients wete not concerned). It was because the gas and elec- 
tricity services were considered “vital” that the Pro-Chancellor 
and Vice-Chancellor of the University gave their approval to 
the action of the students. The active assistance given by the 
University officers creates a dangerous precedent. The gas 
supply in London, Sheffield, and Bristol, the supply of electricity 
at Norwich and on the Tyneside, the trams in Dublin and Oxford, 
are all under private, nqt municipal, control. If the Leeds pre- 
cedent is accepted, it would be difficult for the local university 
officials to refuse assistance in the event of a strike in any of 
these services, and we should then have the uniWsity involved 
in “ordinary” disputes between Labour and Capital. But the 
category of “vital” industries is by no means confined to local 
services. The railways are much more “vital” than trams, and 
coal, obviously, than gas. The principle of intervention during 
disputes in “vital” services would embroil the universities of 
the country in every strike in industries employing over an 
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Eighth of all the occupied males of the country. Logically, inter- 
ference in disputes in “vital” services would implicate the uni- 
versities rin ordinary disputes between Labour and Capital (to 
which Dr. Sadler objects) ; and if interference is limited merely 
to municipal strikes, then it is placing such disputes on a different 
footing from strikes in equally vital industries which are privately 
controlled — a proceeding which cannot be justified. 

There, is another important consideration. The trade union 
movement, as a whole, condemned the action of the University 
officers and students as an attempt at strike-breaking, and saw 
no reason for not stigmatising the student volunteers as “black- 
legs.” The implication is clearly that the intervention has not 
been impartial, but that the University, so far as .it was able, 
threw "^itself on* the side of the Corporation. Though in the 
speech quoted above the Vice-Chancellor considered that the 
strike was unwise, he retrained from passing any opinion on 
the points in dispute. In a communication to the Press, ^ issued by 
the Pro-Chancellor and Vice-Chancellor, it was stated that they 
“took action in the belief that ^he failure of certain municipal 
services would have consequences disastrous to all glasses of the 
community. . . . The University has not taken a side in the 
w^age dispute which led to the strike.” No one will question 
for a moment the motives of the University officers, but just as 
they were concerned with the consequences of the dispute, so 
the trade unionists were concerned with the consequences of the 
intervention of the University. The object of the strike .was the 
suspension of certain services, and its success was* depend^ftt 
upon the extent to which suspension was achieved. The object 
in using “blackleg” labour is to maintain the services as com- 
pletely as possible. The whole aim of using the services of the 
University students was also to maintain the municipal services, 
and as has already been seen above. Dr. Sadler admitted that 
“we have, in so far as our action has been efficient, rendered to 
that extent less effective the weapon of. the strike.” In other 
words, they had weakened the chances of the men’s success, 
just as professional strike-breakers would have done. So that 
though there was no intention to act otherwise than impartially, 
the University did in point of fact aid in breaking the strike. 
The greatest crime in the trade union calendar is “blacklegging,” 
and it is because the consequences of what was done by the 
entry of the University into the dispute were the consequences 
associated with “blacklegging” that the trade union movement 
^ See Yorkshi/re Observer ^ Dec. 29th, X918. 
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has shown such keen resentment. On the other hatid, as Dr. 
Sadler has pointed out/ the University authorities did all in 
their power to bring about an honouraWe settlement iof the 
dispute. When it is remembered that the Corporation and many 
powerful interests desired to avoid a conference which might lead 
to a settlement, this action may be regarded as taking sides 
with the men. 

There is a further reason why universities and . similar 
institutions should not identify themselves with labour dis- 
putes. Their intervention must necessarily be one-sided, and 
always against the nden. However good the workers' case may 
be, they can take no direct action to iielp them. In the case of 
a lock-out in .a “vital” industry they would not be able 
maintain the service, whatever its importance to the health, 
safety, and convenience of the community. The maintenance 
of such a service is as desirable during, a lock-out as during a 
strike, but a university would be powerless to act. In these cir- 
cumstances, it would seem that, if universities are to keep them- 
selves clear of the class war, they must of necessity refuse to 
maintain “vital,” services during a strike. 

Another complication, of a quite different kind, which added 
bitterness to the dispute was the refusal of the Corporation to 
meet the men in conference. It is difficult to realise that a large 
municipality in the twentieth century denied to its employees 
the right which is widely established in ordinary industry of con- 
ference on. wages and conditions of labour. The question of 
inr;i^&es had been before the public for a few months, and the 
Council decided to defer the matter until after the November 
elections. On the publication of the Council' s concessions, the 
men held a mass meeting (December 7th), at which they decided 
to strike in three days unless the Corporation reconsidered the 
position. The leader of the City Council then suggested that the 
whole matter should be submitted to arbitration by Sir George 
Askwith. The employees rejected this eleventh-hour proposal, 
partly because they felt that matters had gone too far for appeal 
to an external authority and partly because they felt that the 
suggestion was prompted by fear, no proposal of the kind having 
been made during the months the men’s demands were before 
the Council. On December 10th the employees’ leaders met the 
Lord Mayox, who later in the day communicated to the men 
the news that he had interviewed the leaders of the Liberal and 
Conservative parties, and that they had agreed to meet the repre- 

^ In a letter to the Parliamentary Committee of the Trade Union Congress. 
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' sentatives of the men on the following day. December 10th Isaw 
the expiration of the three days’ notice, and the men’s rhass 
meeting on that day* decided that it was too late to avert' a 
stoppage, but recorded their willingness to meet the Chairmen 
of Committees and the representatives of the three polititcal 
parties on December 11th. This offer was ignored. Throughout 
the course of the strike the men’s officials repeatedly asked for a 
conference. On December 12th a strikers’ meeting called "upon 
the authorities to enter immediately into a conference with the 
men’s representatives with the object of arriving at a satisfactory 
settlement.” This attitude the men maintained throughout. 
Strenuous efforts were alk) made by outsiders to tbring the con- 
^^tending parties together. Ultimately a “conference” was 
arrShged, which took place on December 20th and December 
22nd. On the first day the men and the Corporation met in the 
same room for less than an hour. The remainder of the negotia- 
tions were conducted by the exchange of typewritten statements, 
the two sides sitting in separate rooms. Naturally, this mode of 
procedure led to nothing, and negotiations were broken off. The 
Corporation Committee issued a statement to the effect that 
"the men may come back on individual application.” The denial 
of a free and full conference and the offer of individual reinstate- 
ment strike at the roots of collective bargaining, and the question 
of trade union recognition became an additional issue in the dis- 
pute. On December 26th, three members of the staff of the 
Economics Department in Leeds University published a letter 
urging nine reasons for a full conference. It is cl6ar that^ia.^'ple 
were now prepared to support the idea, fof two out of the three 
local morning papers expressed themselves favourably.* 

* **We hope that the appeal . . . will be successful.” (Yorkshire Observer, 
Dec. 26th, 1913). 

“ Out of such a conference much good must result (Leeds Merctiry, Dec. 29th, 
1913). 

The comments of the Yorkshire Post (Dec. 27th, 1913) will be of interest to 
readers of the Economic Joubnal. In the course of a long article it said, ** we are 
surprised, and somewhat disgusted, to find there are Professors in a University in 
receipt of public money from the ratepayers and from endowments provided by 
wealthy citizens who think it wrong that certain students in the University should 
come to the rescue of the city to whom they owe so much. We say frankly that if 
these Professors are sincere, and desire to consistent, they ought to refuse any of 
the tainted money — that is, money provided by the ratepayers to whose primary 
interests they are opposed. . . . The letter which we published yesterday . . . was 
nothing to the point. Its economics and its logic are as feeble as its citizenship. . . . 
Are we to understand that Professor Macgregor and his colleagues in his especial 
branch have been trying to teach in the University the validity of Syndicalism, the 
right of certain leaders to plunge a great olvihsed community into ;ttter darkness or 
starvation, and that this is what they are pleased to ca|l the teaching of Eoono^id 
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pn December 24th, a meeting of workers pas^d the fol- 
lo,^ing resolution: “That we pledge ourselves to take steps to 
supplement the support to the men durftg the present* strike. 
Further, that we greatly regret that no proper conference has 
taken place during the dispute between representatives of the 
parties concerned, and we request the president of the Council 
(Mr. J. E. Clynes, M.P.) to intimate publicly our readiness 
to discuss immediately the points of difference with a view to 
an early settlement of the dispute.” This decision -was com- 
municated to the Corporation Committee, which replied by asking 
“for any point of difference to be stated to them in writing.” 
Further correspondence followed, and on January 7th Mr. Clynes 
met the committee of five. A conference was therefore ujji.^ 
mately achieved, although one local paper called the meetings 
“conversations.” On January 13th terms of settlement were 
agreed upon, the strike having lasted five weeks. It is obvious 
that whilst a free discussion of poin-ts in dispute will not neces- 
sarily end immediately in agreement, yet a municipal strike 
cannot well be ended without a conference of some kind. It 
may also be laid down that under no circumstances should the 
representatives of a municipality refuse to meet the men. If 
they do refuse, their action must be considered punitive and 
vindictive. Proceedings in Leeds may prove to be a dangerous 
precedent. In Blackburn the same policy has been followed. 
The only hope is that some machinery may be devised which 
will diminish^ the need for resorting to the strike, and also 
redudS political and ^ass animosity in municipal disputes. 

Arthur Greenwood 

now-a-days ? If this be so, we are certain that the people in Leeds who have put 
their money down for the founding of chairs and the paying of salaries to these 
Professors will want to reconsider their attitude. . . . Judging by what is reported, 
Mr. Macgregor seems to have believed that Economics ought to be taught from the 
standpoint of the Trade Unions and Syndicalists, possibly of Mr, Sidney Webb and 
of Mr. Henry George, We are, however, content to leave this matter to the 
authorities immediately concerned. We should wish to let bygones be bygones, 
always provided that the beads of the University exercise adequate supervision over 
individuals.” It is also stated, regarding the real point of the letter in question, 
that “ there can be no conference with these men.*’ 

Put into plain English all this means (1) that the people who finance Uni- 
versities shall control teaching so that teachers who disagree with the private views 
of the head of their University (and the views of the local Press) should be punished ; 
(2) that certain views — ^in this case Syndicalism,* etc., — should be forbidden to Uni- 
versity teachejps. A small section of political extremists in the labour movement 
have always viewed with suspicion any attempt to bring together the Universities 
and the working classes on the ground that University econofhists were bound to 
teach the views of the capitalists who provided their salaries ; it is a new thing for 
a “Capitalist ” newspaper to put forward as an ideal what these political extremists 
Intend as a damning accusation, # 

No. 93. — VOIh XXIV. D 
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Note on Mb. Greenwood’s Article on the Leeds 
Municipal Strike. 

f • 

By the courtesy of the Editor and of Mr. Greenwood, I have 
been shown a proof of the latter’s article on the Leeds Municipal 
Strike, and have been given an opportunity of writing a note on 
it. This, for reasons of time, must be shorter than a full discus- 
sion of the issues would require. 

In his brief narrative of the strike, Mr. Greenwood fails, I 
think, to convey to the reader an adequate idea of the serious 
danger with which the city of Leeds was threatened at the crisis 
of the dispute, or of the weight of the reasons w!|iibh led about a 
.thousand of the citizens (including a hundred senior and junior 
me'fflbers of the University) to come to the help of the city as 
volunteer workers , with the purpose of maintaining certain neces- 
sary public services which otherwise, to the injury and danger 
of the inhabitants, would have been suddenly broken. 

The men’s grievances first came to a head on September 21st 
in a demand by the Gas Workers’ and General Labourers’ Union 
for an increase of wages to the extent of two shillings a week all 
round, with the threat of a strike if this was not granted. On 
October 1st a ballot of the men confirmed this demand. But it 
was felt by the members of the City Council that the period 
immediately preceding the municipal elections was inopportune 
for the consideration of such a claim. A conference was therefore 
held by the Lord Mayor on October 14th, when the men’s leaders 
were assured by representatives of the City Council that^^eir 
application would receive prompt attention by the new committees 
which would be appointed after the municipal elections. On 
receiving this assurance, the men agreed to wait. The Council 
fulfilled its promise and, on December 3rd, sanctioned advances 
to a large number of its workmen, the total increase amounting 
on one calculation to about £9,600 a year. But the advance of 
two shillings a week all round was not conceded (a number of 
the employees receiving no increase at all), and the men were 
not satisfied with what was offered. At a mass meeting on 
December 7th they gave three days’ notice of a general strike, 
unless the whole of their demand was complied with. On the 
following day Alderman Wilson, the Chairman of the City Finance 
Committee, offered, on behalf of the Council, to submit the dispute 
to axbitration, and suggested that Sir George Askwith should be 
asked to arbitrate. This suggestion was refused by the men’s 
leaders, on the ground that there was nothing to arbitrate on, as 
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they were not prepared to accept anything less than a full conces- 
sion of their demand. One of the leaders said : “ We contend that 
we can be the arbitrators.” On December 10th the Lord Mayor 
made yet another effort to settle the dispute. He endeavoured 
to arrange a conference between representatives of the Council 
and of the men, but the proposal to confer was rejected by the 
men, who adhered to their resolution to strike. Accordingly, at 
midnight on December 10th, the strike began, a great/ body of 
municipal workpeople withdrawing their labour at once. The 
number of those who came out on strike in the first instance has 
been variously estimated at about thre« or four thousand. They 
included worker in nearly all the city departments — in particular 
gas, electricity, water, sewafge, and street cleaning. In the.itayfi 
immediately following, the ranks of the strikers were reinforced 
by the skilled workers of the electricity and gas departments, who 
left their work without giving the notidb required by their con- 
tracts. The critical day was Friday, December 12th. On that 
day the city was threatened with the sudden and complete 
stoppage of its supply of both gas^and electricity. Faced by this 
danger, the city authorities, as in duty bound » left no stone un- 
turned in a great effort to keep these necessary services running. 
Help was sought wherever it might be found — from the offices of 
the City Council itself, from engineering and other firms, and from 
the general body of citizens. At the University urgent requests 
were received for aid in both the electricity and the gas depart- 
ments. The response on the part of the citizens was immediate. 
In order that the streets and houses of the city might not be 
pluaged in darkness, it was necessary to maintain in full operation 
the municipal electrical works and (so far as possible) the 
municipal ga^ works. The consequences of a breakdown in these 
services would have been very grave. There was a strong feeling 
amongst the citizens that the peril must be averted. A large 
number of citizens with knowledge of electrical machinery and 
gas-making appliances instantly volunteered their help. Among 
these were a considerable number of senior and junior members 
of the University. In addition to this, and likewise in response 
to the request of the city authorities, a very large number of other 
citizens volunteered for unskilled work in the gas, electricity, 
and other departments. This help was given without there being 
at the time any expectation of payment. The voltinteers main- 
tained unimpaired the supply of electrical light and power, and, 
after a few days of great inconvenience, entailing loss to some 
thousands of workpeople, the partial check in the supply of gas 
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was sufficiently removed. The volunteers continued their work 
for about a month. Exceptional steps for the policing of the city 
prevented disorder, though there were three serious outrages — one 
of them a dangerous attempt upon a volunteer worker. The 
public opinion of the city was, in the main, strongly in favour 
of the action of the volunteers. In the ranks of the latter all classes 
of the community were represented. The fact that practically 
all the volunteers had work of their own to return to when their 
services were no longer needed greatly simplified the problem of 
reinstatement. This was recognised by the strikers as well as by 
the public. At the end of the dispute, when the regular workmen 
returned to their posts, they were intermingled for a shift or two 
the volunteers. At this point -there was no sign of bad 
feeling, but, on the contrary, more than one demonstration of 
goodwill on the part of the returning strikers to the volunteers 
who had temporarily takto their place. 

There is and has been from the beginning of the dispute, so 
far as I am able to judge, a general desire throughout the city 
that all reasonable grievances bn the part of the municipal em- 
ployees should be removed. It is certain that the 'varied episodes 
of the strike have made the public think about the conditions 
of municipal employment much more seriously than before. This 
quickened public opinion will be an important factor in future 
discussions as to the wages to be paid to, and the conditions of 
service of, the municipal employees in the city. 

Before the outbreak of the strike the leaders of ihe' municipal 
employees did not conceal their belief that the withdrawal 
of their labour from the necessary municipal services would 
produce a condition of things which would compel the 
City Council to concede the whole of the strikers’ demands. 
It was this implied threat, accompanied by the strikers’ refusal 
of arbitration and of conference during the days immediately pre- 
ceding the strike, that impressed the great majority of the citizens 
with a feeling that it was necessary to prove that, in the last 
resort, the vital services of the city could be carried on by 
volunteer effort for a time sufficiently long to defeat an attempt 
to bring the city authorities to their knees. With the desire of 
the municipal workmen to obtain an improvement in their wages, 
the citizens had no quarrel. They were prepared to leave pro- 
posals for thh settlement of that question to those who were 
appointed to deal with it. They were ready to support what 
was judged to be fair and reasonable in settlement of the dispute. 
The results of arbitration would, I think, have been unreservedly 
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welcomed. But when arbitration was refused by the men and 
an attempt made, by the suspension of necessary communal ser- 
vices, to force the city into surrender, the great body of th^ citizens 
felt that wrong means had been adopted by the strikers to secure 
what might be in themselves justifiable improvements in their 
condition. The action of the volunteers was not in the nature 
of a class struggle, but a falling-back, on the part of the city, upcm 
its own reserves of strength for the carrying on of wqrk whi<m 
was necessary to its safety and health. " 

There were, in fact, three parties implicated in the struggle 

^the City Council qud employer (but, unlike the private employer, 

subject ultimately to the ratepayers’ pleasure, and including a 
representation of the varied opinions of the city), the munkipSl 
workmen concerned, and the community as a whole. When the 
relations between the City Council as employer and a large number 
of its workpeople had broken down, the Tatter (refusing arbitration 
and conference) took up 4 weapon which was turned, not so much 
against the City Council as employer, as against the whole com- 
munity. The community, therefore, took steps to protect itself 
against an attempt which, if successful, would have seemed to 
prove that the services of a particular group of workpeople were 
indispensable to the continued well-being of the city. The belief 
that the community had not other resources of skill and strength 
among its own members from which to draw, and that therefore 
the withdrawal of the employees from the city services would 
fo’^oe the community into compelling its representatives to concede 
all that the strikers asked was an illusion, and a dangerous illu- 
sion, which the experience of Leeds during December and January 
has done something to dispel. 

A considerable part of Mr. Greenwood’s article is devoted to 
a discussion of the part taken by members of the University 
in the course of these events. The University as a corporate 
body did not take any action in the matter at all. On Friday, 
December 12th, urgent requests were addressed, on behalf of 
the City Council, to the University authorities for help in pre- 
venting the stoppage of certain public services necessary to the 
health and safety of the city. In the suddenness of the emer- 
gency, the University as a corporate body could not be consulted ; 
but its executive officers (the Pro-Chancellor and the Vice-Chan- 
cellor, together with the Pro-Vice-Chancellor), after careful 
deliberation, took action, believing that the failure of certain 
municipal services would have consequences disastrous to all 
classes of the community. They communicated the request of 
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the city authorities to members of the University, a considerable 
number of whom, seniors and juniors, volunteered immediately, 
like mahy other citizens, for skilled and other work in the gas 
and electrical departments of the city. What was done was 
directed, in the public interest, to the maintenance of the well- 
being of the city in what was regarded by its responsible authorities 
as a grave emergency. The University has not taken a side in 
the wage dispute which led to the strike. On this and other 
questions individual members of the University have been per- 
fectly free to hold and express their opinions. . 

As Mr. Greenwood has quoted from a reply x^hich I made 
to a deputation from the Leeds Trades and Labour Council on 
Bef^jnber 18th, I am sorry that he has not included in his quota- 
tion two other passages from my 8j>eech. I told the deputation 
that, before any members of the University undertook the duty of 
volunteering, I had felt it right to say two things to them. The 
first was that no junior member of the University should under- 
take the duty without the leave of his parents. In the second 
place, I urged upon all that tliey should undertake it in a very 
serious spirit ; that they should clear their minds ’of any feeling 
of irritation or anger, and still more from any feeling of 
class antagonism ; that they should remember they were doing 
for the whole community something very serious and necessary ; 
and that they should do it quietly and without excitement, 
endeavouring to realise the condition of the ordinary worker’s lot 
and determining to use their influence now^ and in the fu^pre 
for a wise and just settlement of any grievances that might exist. 

At the conclusion of my speech, after admitting that, in so 
far as the action of the members of the University and other 
volunteers had been efficient, it had rendered to that extent less 
effective the weapon of the strike, I went on to say : “We feel 
that as municipal employment extends, as State employment 
grows, and as those monopolies which touch the essential concerns 
of public well-being pass under social and public control, it becomes 
the more necessary that all who are engaged in the charge of those 
monopolies should refrain from any action which, by threatening 
to hold up the community, might subserve their own immediate 
purpose. For that reason I, and I know many here, feel with 
great intensity the need for furnishing to the employees in the 
municipal and State services some right of easy appeal to a tribunal 
so constituted as to command general respect and armed with 
such powers of extensive inquiry and report as will enable it to 
review, and then bring before the public, whatever needs to l^e 
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changed in the condition of employment (not wages only), with 
a view to their improvement by the appointed financial authority, 
whether in the municipality or the State.’* • 

Mr. Philip Snowden, M.P., in an admirable article published 
in the Leeds Mercwry of January 15th under the title “Some 
Lessons from the Leeds Municipal Strike,” urged the same point. 
The course adopted by my colleagues and myself, in uesponse to 
the urgent request from the city authorities, seems to me to have 
been the best which could have been taken in the circumstances. 
To have refused point-blank to do anything at all, or to allow 
anything to J>e done by individual members of the University, 
in response to ‘the appeal, would have been a course much less 
capable of justification. No pressure of any kind was put jj^n 
any member of the University to volunteer. The University as 
a corporate body was not involved. Those of us upon whom, as 
its executive officers, the immediate responsibility fell, were agreed 
in thinking that the community needed help, and we did not 
conceal our opinion that those members of the University who 
had the necessary skill and who wished to volunteer would, subject 
to their parents’ consent, be right in doing so. 

The facts of the case do not confirm Mr. Greenwood’s fear 
that action taken by members of a University in a labour dispute 
of this kind must necessarily be one-sided and always against 
the men. A University is a society of men and women with free- 
dom to express opinions formed after careful consideration of the 
issues involv^. One of its great contributions to the life of the 
nation lies in the expression of considered individual judgments 
on questions of public importance. The support of those judgments 
would be of the highest value to either side in a great struggle. 
In the present case the action of the volunteers rendered material 
service to the interests of the whole community of Leeds, in- 
cluding the working people and their families, who would have 
been among the worst sufferers through a stoppage of the muni- 
cipal services necessary to the well-being of the city. Mr. Green- 
wood adds that, “however good the workers’ case may be, the 
Universities can take no direct action to help them. In the case 
of a lock-out in a ‘ vital ’ industry they would not be able to 
maintain the service, whatever its importance to the health, safety 
and convenience of the community.”* It is not easy to imagine 
the circumstances which Mr. Greenwood suggests. But if the 
bodies controlling a vital industry locked out all their workpeople, 
with cynical indifference to the interests of the whole community, 
the intervention of Government would be inevitable, and in that 
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case, in response to the request of Government, individual citizens, 
including members of Universities, should be free to volunteer 
their help. ‘ 


The University, Leeds. 


M. E. SADIiEB 


Currency in 1912. 

Forty-Third Annual Report of the Deputy Master of the Mint, 
1912. [Cd. 6991.] 1913. Price lOJd.. 

One of the most interesting tables in recent issues of this 
Keport has been that showing the amount of Imperial gold coin 
h’Slfhby banks (including the Bank of England) in the United 
Kingdom on the last weekday in June each year since 1907 : — 


Year. 

i 

Day of the Week. 

Amount 

£ 

1907 

Saturday 

33,296,802 

1908 

Tuesday 

60,369,167 

1909 

Wednesday 

49,221,074 

1910 

Thursday 

44,214,173 

1911 

Friday 

54,009,977 

1912 

Saturday 

60,640,681 


This table is commonly studied because it is supposed to have 
an important bearing on the question of the gold reserves held by 
the banks. Some bearing on this question it no doubt has ; but 
it is greatly obscured by a confusing and irrelevant factor. The 
I table includes all gold coin, but not gold bullion, held in all banks, 
including the Bank of England. Now it is fairly safe to assume 
that the banks, other than the Bank of England, hold, possibly 
with one recent exception, no amount of gold bullion worth 
considering. We know also the aggregate of gold, coin and 
bullion together, held in the Bank of England. But there is 
no means of knovsdng in what way this holding is distributed at 
any given date as between coin and bullion. Thus the table 
would tell us approximately what we want to know, either if it 
told us the amount of bullion held, as well as the amount of 
coin, or if it excluded altogether the Bank of England’s holding of 
coin instead of including it. The first alternative may lie rather 
outside what the Mint authorities regard as their proper field ; 
but there seems little objection to the second alternative. If the 
table were to be republished with this correction, its scientific 
value would be economically increased. At present a fluctuation 
in the published amounts of the banks’ holdings of coin may be 
merely due to the Bank of England’s holding different proportioEs ’ 
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than before in the form of coin and bullion respectively, and may 
have no bearing, therefore, on the total gold holdings of the 
country. What proportions the Bank of England commonly holds 
in the two forms, and whether they fluctuate much from year 
to year, the Bank authorities do not disclose ; and they are likely 
to remain faithful to their well-established policy of knowing 
little and telling nothing. But there is reason to suspect that the 
fluctuations are appreciable — dependent partly on variations in 
the amount of foreign go|| coin held, which isa'not included in 
the above returns, and partly on the rate at which the Mint 
is able to make delivery of new gold coin ; for by a privilege of 
the Bank, which is sometimes forgotten, gold lying at the Mint 
can be counted as belonging to the Bank’s reserve, and large 
consignments of bullion are sometimes sent to the Mint to be 
coined as opportunity serves. 

When this table was first published, dbservers were struck by 
the great increase in 1908 over 1907 ; and the ingenious explana- 
tion was invented that the change was chiefly due to the day 
of the week. On Saturdays (as *01 1907), it was pointed out, 
there is a large drain of sovereigns from the banks for the 
payment of wages, whereas by Tuesday (as in 1908) a large 
part of these has filtered back again. This explanation, which 
has no doubt a certain amount of force in it, is still repeated 
year by year in the financial weeklies; but the returns for 
subsequent years have not justified the importance which has 
been attached, to it. In 1909 and 1910 the day of the week 
became still more favourable to a high return than 1908, but 
the figures actually fell ; whereas in 1912, when the day had 
come round to Saturday again, the figure rose much above its 
previous level. The great increase between 1907 and 1908 is 
rather to be attributed, I believe, to the influence referred to 
above. In June, 1907, the Bank had a considerable holding of 
foreign gold coin, which would be excluded from the return ; 
much of this was exported during the crisis at the end of that 
year, and had been replaced with sovereigns by June, 1908. If 
this was the case, the Mint’s figures would chiefly reflect a 
change, not in the amount of the country’s gold reserves, but 
merely in their form. The actual figures are a resultant of the 
proportion held by the Bank of Engl&nd in bullion and foreign 
coin, as well as of the day of the week and of the aggregate gold 
reserves of all the banks. If this first factor could be eliminated, 
the Mint’s table would become a highly important datum. 

It may also be worth while to point out that the Mint Eeport 
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for any year is published in September of the year following, 
time being required to obtain returns from the Colonial Mints. 
Thus we shall not know the gold holdings in Jime, 1913, until 
fifteen months later, in September, 1914. If the Mint could 
anticipate by a year and could publish, in September, 1914, the 
figures for June, 1914, as well as for June, 1913, they would 
be doing students a service. 

The table of holdings of silver coin is not subject to the 
same disturbing factors, and possesses a different kind of 
interest : — 


Year. 

Day of the Week. 

Amount 

£ . • 

1905 

Friday 

5,287,216 

1906 

Saturday 

4,724,7129 

1907 

Saturday 

5,106,191 

1908 

Tuesd.ay 

6,832,798 

1909 

Wednesday 

7,089,288 

1910 

Thursday 

7.046,031 

1911 

* Friday 

6,022,865 

1912 

Saturday 

5,968,989 


In this table we have the effect of the days of the week clearly 
discernible, unclouded by other^influences. The Keport points out 
that: — “Comparing the figure for 1912 with that for 1907, it 
will be seen that the stock increased by £863,798. During the 
intervening period, however, the net issue by the Mint to the 
United Kingdom was more than £2,000,000, and the figures 
indicate, therefore, a considerable increase in the amount of silver 
coin in active circulation in recent years.” This may throw an 
interesting sidelight on working-class piosperity. t 

The relation between social changes and the activities of the 
Mint is also curiously illustrated by the inordinate demand for 
pence in the latter half of 1912. During these six months 
“upwards of £263,200, or nearly double an ordinary year’s issue, 
was delivered.” This is attributed to the working of the iVational 
Insurance Act, wages which had been previously adjusted to 
the nearest sixpence or shilling being paid, after deduction, in 
odd pence. 

In 1912 the supply of British silver coin to West Africa con- 
tinued on a large scale, though not on so large a scale as in 
the previous year. The curious anomaly of the wide circulation 
in Africa as unlimited legal tender, of what are limited legal 
tender tokens at home, his now come to an end by the intro- 
duction of a specific West African silver coin ; and in future years 
the British Mint will be deprived of a very considerable source 
of profit. 

The coinage of sovereigns was on an even larger scale in 1912 
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than in 1911, reaching a total value of £33,350,249. The follow- 
ing table of gold coinage 9t the London Mint since 1897 strikingly 
illustrates the effect of the development of the South African 
gold mines on the circulation of the sovereign : — 

& & 

1897 1 , 784,078 1905 7 , 422,400 

1898 6 , 796,610 1906 12 , 689,700 

1899 9 , 196,918 1907 20 , 576,374 

1900 18 , 000,427 1908 18 , 727,602 

1901 2 , 697,779 1909 , 14 , 162,456 

1902 7 , 126,194 1910 24 , 891,664 

1903 10 , 149,665 1911 33 , 096,168 

1904 10 , 900,089 1912 33 , 430,079 

During the same period the coinage of sovereigns in Australia 
fell from an annual average of about £11,000,000 to a little 
more than £9,000,000 in 1912. The aggregate value of the 
sovereigns coined in 1912 was nearly £43,000,000, as against 
£31,000,000 of all foreign gold coins takto together. The com- 
bination of the demand for sovereigns in India and Egypt with 
London’s situation as the distributing centre of the South African 
gold is rapidly establishing the sovereign as the predominant gold 
coin of the worid. Possibly it may be destined to hold in the 
future the same kind of international position as was held for 
several centuries, in the days of a silver standard, by the Mexican 
dollar. Certainly several countries outside the British Empire, 
lately establishing their internal currencies at a parity with 
gold, have done so in terms of sterling. In this connection it is 
interesting 'to, note that in 1912 British sovereigns and half- 
sovereigns were declared legal tender in Portugal at and 2J 
escudos respectively, the escudos being the new unit which is to 
supersede the old milreis. In Canada, on the other hand, the 
coinage of sovereigns at Ottawa virtually ceased, and the Canadian 
gold coins, of ten-dollar and five-dollar denominations, authorised 
by the Currency Act of 1910, were struck for the first time. In 
Turkey a considerable number of British sovereigns were recoined 
into pounds Turkish. 

As the sovereign becomes more widely used in all parts of 
the world, the expense of maintaining the integrity of the 
currency, through the withdrawal of light coin, will grow in- 
creasingly burdensome. In the year under review £1,300,000 
light-weight sovereigns were sent horfte by the Government of 
India, involving an expense to the Mint of £10,000. The Indian 
authorities allege {see the Report of the Indian Comptroller- 
General for 1912-13) that the very high percentage of light-weight 
sovereigns tendered at Bombay is due to the large imports from 
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Egypt, “inhere a gold currency has been in existence longer than 
in any other Eastern country, and where, it is believed, sovereigns 
\are swtsated.” If India comes to mint sovereigns for herself, the 
sroblem of where the burden of withdrawing light-weight coin 
Should fall may raise delicate questions. 

The Mint Beport includes a useful abstract of events affecting 
foreign coinages during the year. In 1912 there were two inno- 
vations of some interest. For the first time a gold coin (a 
6 guilder piece) has been minted in Holland, and this country 
now departs, after nearly forty years, from a perfectly pure Gold- 
Exchange Standard. TJiere are, however, somewhat peculiar 
circumstances in the case. For many years after the introduction 
of a gold standard, the reserve of toe Bank of the Netherlands 
contained a very high proportion of the silver coins left behind 
as a legacy of the former standard. Very wisely, therefore, the 
Bank husbanded its gold, discouraged its internal circulation, and 
provided it freely only when it was required for export as a 
support to exchange. As time has gone on , this silver has found 
its way into circulation primarily not in Holland herself, but in 
the Dutch East Indies, where with great prescifence a currency 
was established uniform with that of the Mother Country, and 
has been replaced in the Bank’s reserves by gold. The redundant 
silver of Holland has thus been progressively absorbed in the 
East, and a point has now been reached when new silver of the 
lower denominations must be minted, a step for which legislative 
sanction had to be obtained. As regards the 2J guilder silver 
pieces, however, the policy is being pursued of encouraging their 
replacement in Holland by 5 guilder gold pieces and of exporting 
to Java the silver coins thus released. 

The other innovation which deserves notice is in Nicaragua, 
where on March 20th, 1912, the currency was put on a gold- 
exchange basis as the result of the report of Mr. Conant and 
Mr. Harrison. “The cordoba has been given a fixed value of $1 
United States Currency, and the paper currency was exchanged 
for cordobas at an exchange of 1,260 per cent. The Beserve 
Fund for the conversion is kept by the United States Mortgage 
and Trust Company in New York. Sight drafts on New York 
may be obtained at the Banco Nacional in exchange for cordobas 
at par plus a small commission. Cordobas are not exchangeable 
for gold coin. The Banco Nacional notes are not exchangeable 
lot silver or gold.” The new coins have been struck at the 
iBirDlingham Mint, which has also supplied currency to Colomjjiat 
jtegypt, and Travancore. 
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This very interfesting Eeport is the first which has been issued 
by the new Deputy Master, Sir Thomas Elliott, but the period 
dealt with does not fall within his tenure of the office. • 

J. M. Keynes 


Tmb Trade Boards Act. 


Memoranda in reference to the Working of the Trade. Boards 
Act. [H of C 134.] 1913. Price 3d. 


Special Report from ‘the Select Committee on the Trade Boards 
Act, Provisional Orders Bill, dtc.* [H of C 209.] 1913. 

Price 6Jd._ 


These are the two most important official papers which have 
been issued with regard to the administration and extension of 
the Trade Boards Act, 1909. A general Dutline of the history of 
the work under the Act may be gathered from their pages. Regu- 
lations were issued by the Board of Trade for the establishment 
of Boards in the chain trade in 19®9, and in the paper box trade 
of Great Britain, the lace-finishing trade, the tailoring trade of 
Great Britain, the paper box trade of Ireland, and the tailoring 
trade of Ireland in 1910. It is estimated that these six Boards 
in the four originally scheduled trades cover some 200,000 workers, 
of whom about 70 per cent, are women. The members of the 
Boards representing employers and workers, taken together, vary 
from 10 to 38 i while there are three neutral “ appointed members ” 
on each Board, except in the case of the British Tailoring Board, 
where there are five. Nine District Committees have been 
appointed by the British Box Board, and seven by the British 
Tailoring Board. Both the Boards for the two localised trades 
(lace finishing and chain) and those for the scattered trades 
(tailoring and box-making) have established minimum rates 
applicable throughout the trade. At the time when the Memo- 
randa were issued the following time rates had been established 
by the Boards : — 



Females 

Males 

Trade. 

per hour. 

per hour. 

Chain making... 

2id. 


Lace finishing 

2Jd. 

m 

Box making — 

Qreat Britain 

Bd. 


Ireland 

2id. 

6d. 

Tailoring 

Great Britain 

... SJd. 

6d. 

Ireland 

... Kot yet fixed 

— 


Dates when awards (time or 
piece) came into full operation. 
23 Feb., 24 May, 2 Aug., 1911 
19 Feb., 16 Sept., 1912 


12 Sept. 1912 ; 6 Jan., 1913 
6 May, 6 June, 1913 

20 Feb. 1918 
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Minimum piece-rates have also been fixed for various processes in 
the chain and lace trades and for the match-box makers of the 
East End of London. If the employer pays workers by piece for 
doing work for which a minimum time-rate, but no general mini- 
mum piece-rate has been established, “it is not necessary for him 
to show that the piece-rate which he has fixed yields every worker, 
however slow or incapable, at least the same amount of money 
as the minimum time-rate would yield, nor, on the other hand, 
is it suflScient for him to show that the piece-rate, which he has 
fixed, will yield the equivalent of the minimum time-rate in the 
case of a si)ecially fast worker.** In other wordp, in effect, a 
certain proportion of the workers may earn less than the minimum 
time-rate in every factory of a trade in which piece-work prevails, 
and for which, for one reason or another, no piece-work rate 
has been fixed. This is the first important modification of the 
principle of a rigid ininimum wage which has been admitted. 
The second arises out of the power of the Boards to issue permits 
to slow workers to be employed for less than the minimum rate. 
At the time of the issue of the*Memorandum in May the number 
of permits authorised was: in lace-finishing, 2;‘in box-making 
(Great Britain), 24 ; in tailoring (Great Britain), 96. The remain- 
ing three Boards had not granted any permits. It is important, 
further, to observe that the principle of a lower minimum rate for 
women than for men has been admitted, and that scales of special 
minimum rates have been fixed for juveniles and learners. In order 
to prevent the possibility of the minimum wage principle being 
in effect defeated by the substitution of juveniles and learners for 
qualified adults, it has been found necessary in the awards for the 
hand-hammered chain, the dollied and tommied chain, and the 
machine-made lace and fancy net finishing and paper box (Britain 
and Ireland) trades, to require that all learners, who receive less 
than the minimum rates payable to adults, shall obtain certificates 
from the Trade Board responsible for the trade in question. It 
has been laid down in these awards of the Chain and Lace Boards 
that, “in granting or withholding such certificates, the Trade 
Board may take into consideration whether, having regard to 
the number of learners employed in any factory or workshop, or 
under any journeyman or worker, the learner proposed to be 
certificated has a reasonable prospect of receiving due instruction. 
Provided also that the certificate may be withdrawn if the Trade 
Board considers that the conditions have ceased to be such as 
would have originally justified the issue thereof.” The two Papqf 
Box Boards have also established a system of certificates for 
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learners, and require that these learners shall be properly in- 
structed. Investigating officers have been appointed to secure the 
enforcement of the minimum rates fixed under the Act. • There 
had been four prosecutions up to the time of the publication of the 
Memoranda. Various instances are given of cases where em- 
ployers have been compelled to refund arrears without prosecu+ion. 
According to mformation which has subsequently “leaked out” 
through a Trade Union journal and a Labour newspaper, 371 
individuals in the clothing trade were compulsorily repaid arrears 
varying from a few shillings to £5 between I'ebruary and 
September, 1913. 

The G-ovefnment announced iast Session that it proposed to 
ask Parliament to sanction ijie extension of the Act to the trades 
of (1) sugar confectionery and food preserving, (2) shirt-making, 
(3) hollow- ware making, (4) linen and cotton embroidery, 
(5) calendering and machine ironing in steam laundries. It was 
calculated that between 160,000 and 200,000 additional persons 
would be brought under the Act by this extension. The proposal 
for extension to the four first-named trades was accepted by 
Parliament without demur. But owing to an unfortunate series 
of errors of judgment on the part of Board of Trade officials, the 
laundry employers were able on a technical point to defeat the 
attempt to secure the inclusion of a section of the laundry 
industry. The somewhat complicated history of the proceedings 
which led to this result may be unravelled with some difficulty 
from the Report of the Select Committee. A full consecutive 
analysis of the Report has been published in the New Statesman 
Blue Book Supplement for October 4th, 1913, pp. 3-4. It may 
be added that a number of persons with an intimate acquaintance 
of the working of the Trade Boards are of the opinion that the 
attempt to isolate special “ trades ” within the laundry industry 
is a mistake, and that it would be a wiser as well as a bolder course 
to schedule the whole industry, or at least the whole of the 
factories where power of any kind is used for driving machinery. 
The knotty point in the controversy over the laundry trade arises 
out of the competition of the hand laundries (including thousands 
of poor women who wash for a few customers with the aid of 
a friend or a child) with that of the power laundries. But it 
appears that the power laundries are, ae a matter of fact, steadily 
gaining on the hand laundries, and if it is finally considered 
administratively impossible to deal with the rate of payment in 
all or in the smallest of the latter, it is difficult to believe that 
the exclusion of all or some from the minimum wage regulations 
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would inflict an appreciable injustice upon the power laundries. 
However, that is a question sub judice. Mr. Buxton promised 
to deal with the application of the Act to laundries this year, 
and it is to be hoped that Parliament will see that a measure of 
justice is accorded to as many as possible of the underpaid workers 
in the industry. 

These two Reports do not provide by any means an adequate 
survey over the problem of the working of the Trade Boards Act. 
They need to be*8upplemented by a study of the writings of private 
individuals who have investigated the subject, and particularly 
those of Miss Constance Smith (see Crusade for June, 1912), of 
Mr. J. J. Mallon (in the collection of lectures eatilled “The In- 
dustrial Unrest and the Living Wage!’ ; see review, p. 104 above), 
and of Mr. S. C. Moore (see The Economic Jouenal, September, 
1913). Several points may be said to be established. It is clear 
that a legal minimum wage can be fixed without causing serious in- 
convenience either to employers or to workers in low-paid trades. 
It has appeared that it is impossible to help the lowest grade of 
sweated workers without incidentally also increasing by direct inter- 
ference the wages of a slightly better, but still badly paid class. In 
fact, the Trade Boards have done as much lor this class as for the 
lowest grade of sweated persons. They have, further, been of 
assistance to men as well as women, and they have directly or in- 
directly dealt with the question of the hours of labour and of the 
employment and training of juveniles. But we need information 
with regard to a number of other points. Is there apy reason why 
the Trade Boards should not be given pow’er, as in Australia, to deal 
directly and adequately with questions of hours, employment of 
juveniles, and conditions of labom- generally? Is there any 
defence for the complete separation and estrangement of the 
Factory and Trade Board Departments especially in view of the 
fact that only the other day New South Wales, after overhauling 
its labour inspectorate, decided on a co-ordination of the two 
branches, which were previously separated much in the same way 
as in this country? Is not the existence of separate Trade 
Board “investigators” and factory inspectors an anomaly arising 
out of that ad hoc spirit which is at once the glory and 
the weakness of English social legislation? And, finally, is the 
Trade Board staff really adequate for its rapidly increasing work? 
Has the Treasury been perpetrating any unwise pieces of cheese- 
paring here? Obviously, these questions of staff do not constitute 
any valid argument against a reasonably rapid extension of the 
Trade Boards Act. And possibly a more adequate staff would 
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enable us to secure more substantial and informative reports on 
the working of the Act. 

Frederic Kebling 


Other Opfici.\l Papers. 

Report from *}ie Select Committee on Post Office Servants tWa^es 
and Conditions of Employment). [H. of C. 268.] 1913. 

Price 2s. 4d. 

This report is ijot a very informing document. It bears 
evident signs of either haste or cai’ele^sness in its preparation. 
Although it is possible with the exercise of patience to discover the 
rates of pay of* any class of postal servants from its pages, there is 
no tabular summary (which is practically essential to enable 
anyone to secure an effective understanding of the problem), nor 
is information given with regard to earnings as opposed to rates 
of payment or wages, where the distinction is of importance 
(as, for instance, in the case of auxiliary and casual labour). The 
whole manner in which the controi^ersy over this report has been 
conducted is exceedingly unsatisfactory, and must to some extent 
be attributed to the unscientific character of the report itself. 
The Post Office came out with the statement that the concessions 
involved an expenditure of a million (distributed over 240,000 
workers). The unions replied that the Post Office had disin- 
genuously concealed the fact that the complete million would not 
be required* foj some years, until the full effect of increased scales 
had made themselves felt. And so on, with endless controversy 
over details, which the character of the report made it exceed- 
ingly difficult to follow, the public being left to form a judgment 
mainly from its general prejudices and, according to its disposition 
to credit the general assertions either of the upper or of the lower 
grades of its servants. 

There is no panacea for labour disputes, whether the employers 
are private enterprisers or the public. But it is difficult to exag- 
gerate the importance of a clear statement and interpretation of 
the complicated issues which are often at stake. Yet it is note- 
worthy that in the case of two out of the three largest groups of 
strikes which have taken place in the last three years we knew 
less with regard to the wages of the employees than we do with 
regard to most classes of workers. The exclusion of mining from 
the Board of Trade Earnings and Hours Inquiry of 1906 seems 
to confirm the rumour that the mine-owners refused the informa- 
tion to the Board of Trade. No attempt apparently was made 
No. 93. — VOL. XXIV ‘ M 
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to wbstitute for the ordinary lines of the inquiry, which were 
obviously inapplicable in the case of dock labourers, some other 
method bf calculating their earnings — as, for instance, that adopted 
by the Hantbnrg Government during their great inquiry in 1896. 
Now, while we have been passing through a period of strjkes 
and threatened strikes among public employees of both central 
and local authorities, it is somewhat disconcerting to find that 
there is less accessible and intelligible information about the w’ages 
of these workers than there is with regard to the engineering trades 
or agricultural labourers. Apparently it never occurred to the 
Select Committee, while they were going through their detailed 
quasi-judicial examination into the status of each class of Post 
Office employees, to ask the Department of Labour Statistics in 
the meantime to prepare an intelligible statement of the Post 
Office Wages Bill. This sort of thing cannot be done efficiently 
either by an ordinary Government department or by a Select 
Committee any more than it can by a private firm. The presenta- 
tion of wages statistics is a science, which grows in its technicali- 
ties every year, and in which » amateur methods are sometimes 
worse than useless. The Government might do werse than order 
the preparation of a triennial blue book by the Department of 
Labour Statistics with regard to the wages of all public employees. 
The notion that public employment should be “ model ” employ- 
ment is fast gaining general recognition. It would be well to 
know how far the principle really is recognised. 

There are some useful sections in the report other than those 
dealing with wages. It is satisfactory to learn tkat the Com- 
mittee recommends that Post Office premises should be inspected 
by Factory Inspectors. Labour Exchange premises might with 
advantage be visited by the same authorities, not that one antici- 
pates the discovery of very gross scandals in either class of public 
offices, but in order that an impartial authority may be constantly 
at work encouraging the maintenance of a model standard of 
sanitation. The Committee appear to have made no recommenda- 
tion with regard to the scales of pay of casual workers, which were 
the subject of agitation in several districts last Christmas. Why 
should not the regularly employed charwomen receive the privi- 
leges of established officers? Security of tenure is relatively more 
important to the humble than to the great. One notes that the 
Committee recommends a lower scale for the payment of these 
women in London than is adopted by the London County Council, 
since 5d. an hour is to be paid only after five years of service 
at 4^. Fbbdebic Keeling. 
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Hoyal Commission on the National Resources, Trade, and Legisla- 
tion of certain portions of His Majesty’s Diommions, 

Minutes of Evidence taken in New Zealand in 1913.^ 1913. 
[Cd. 7170.] Price 2». 

Minutes of Evidence taken in Australia. Parts 1. and II. ^ 1913. 
[Cd. 7171, 7172.] Price 2«. lid. + 3s. 

Second interim Report. 1914. [Cd. 7210.] Price Is. 

This Eeport deals with Australia and New Zealand — ^their 
General Trade Position, Migration, Oversea Communications, 
Eailways apd Finance, Natural Eesources, Trade Questions, 
Legislation, Empire Development and Organisatifjn. 

To be reviewed. 


Statistical Abstract for tjie several British Self-Governing 
Dominions, Crown Colonies, Possessions and Protectorates 
in each year from 1898 to 1912. 1913. [Cd. 7165.] 
Price Is. lid. 

5 ’ 

Reports from Jiis Majesty's Representatives Abroad respecting 
Graduated Income Taxes in Foreign States. 1913. [Cd. 
7100.] Price l^. Id. 

To be reviewed. 


Census of England and Wales, 1911. Vol. X. Occupations and 
Industrie's. Part II. 1913. [Cd. 7,019.] Price 6^. Sd. 

This part comprises for Administrative Counties, County 
Boroughs, &c., a condensed list of occupations for males and 
females at fourteen periods of age. This is one of the most 
interesting and valuable of the Census Volumes, and several 
improvements seem to have been made since 1901. 


Current Topics 

The authorities of the Panama-Pacific International Exposi- 
tion, to be held at San Francisco between February 20th and 
December 4th, 1915, have courteously invited the appointment 
of delegates by the Eoyal Economic Society, and offer a welcome 
to any members of the Society who may attend. Any members 
desirous of taking advantage of this invitation are requested to 
communicate with the Secretary at 9 Adelphi Terrace. 

The Annual Meeting of the Eoyal Economic Society will be 
held at 9 Adelphi Terrace, Strand, London, W.C., at 5.30 p.m.> 
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on Wednesday, March 18th, The following new Pellows of the 
Society were elected at the last meeting of the Council : — Sir 

J. M. Douie, Sir G. Paish, Sir W. Plender, Messrs. K. H. 
Adam, L. Alston, W. A. Bailward, P. Basu, P, A. Bernard, 
M. Briggs, Miss M. C. Buer, Messrs. E. Cadbury, A. M. Carr- 
Saunders, P. K. Chari, A. J. County, E. E. Cross, S. L. Dey, 
G. Fanstone, Moreton Erewen, E. V. Garrad, H. H. Ghosh, 
Miss Grier, Messrs. T. E. Gugenheim, H. Hainsworth, F. A. 
Howe, M. E. Sftndaram Iyer, S. C. Johnson, F. L. Jones, Miss 
M. C. D. Law, Messrs. W. J. Mason, W. H. Moreland, K. F. 
O’Hanlon, W. Piercy, E. L. Eeiss, C. Eozenraad, E. S. Smirke, 

K. H. Strawbridge, C. P." Woodifield, L. S. Woolf. 


The attention of readers of the Economic Journal is called 
to the new terms on w^ich libraries of a public or semi-public 
character are now enabled to receive the Journal and publica- 
tions of the Eoyal Economic Society. Particulars, which have 
been already circulated to Fellows of the Society, can be obtained 
on application to the Secretary, 9 Adelphi Terrace^ Strand, W.C. 



RECENT PERIODICALS AND NEW BOOKS. 


The Quarterly Review. 

• • 

Januaky, 1914. The Vagaries of Modem Political Economy. 
Prof. Pigou replies to Prof. Nicholson’s attack on Wealth and 
Welfare, and from Prof. 'Nicholson there is a brief rejoinder. 

Edinburgh Review. 

Jandaey, 1914. Compulsory Settlement of Industrial Disputes. 
W. G. Constable. The Coming Land Tyranny. Harold Cox. 

Contemporary Review. 

February, 1914. The Poverty of Production. L. G. Chiozza Money. 
Based on the figures of the Census of Production. The Land 
Policies of German Towns. W. H. Dawson. 

* * The Political Quarterly. 

February, 1914. This is the first number of what is described as 
a Journal of Contemporary Political Studies, primarily intended 
**to consider developments of political, social and economic policy 
in the United Kingdom.” The Financial Arrangements of the 
Home Rule Bill. The Dublin Labour Dispute. 

Economic Review. 

January, 1914. Studies in the Industrial Productivity of Man. 
L. W. WiLSDBN. Based on the Census of Production. The 
Incidence of the Insurance Tax on British Agriculture. A. W. 
Ashby. Further Notes on Some Fundamental Notions of 
Economics: Capital. Prof. J. A. Smith. Prof. Smith holds 
that “Capital is wealth in economic use.” He concludes: “To 
clear up the mess made about Capital by economists who think 
they can proceed without logic, orVith a merely extemporised 
logic, is a repulsive, but necessary business. Beginner as I 
am in the application to economics of the principles of logical 
science, I seem to myself to have made some advance in dis^ 
polling the clouds of confusion in which such economists have 
enwrapped the * fundamental notion’ of Capital.” 
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Bankers' Magazine. 

Ja^iuakt^ 1914. Callable Capital in Banks. Sib Inglis Palobave. 
A defence, against Viscount Goschen’s criticism, of the policy 
of reducing or abolishing uncalled liability. Stock Exchange 
Values for the Past Month and Year. The average depreciation 
of all classes of securities during 1913 amounted to 5*2 per cent, 

February, 1914. Bank Rate Chart and Statistics. A. H. Gibson. 
The figures of Mr. Gibson’s former investigations are brought 
lip to date. The latest decennial average shows a higher bank- 
rate (3*735), than for any decade since 1865-74. London 
Bankers* Clearings in 1913. 

Statistical Journal. 

December, 1913. The Course of Real Wages in London, 1900-12. 
Frances Wood. A critical discussion of the board of Trade 
figures, which have been checked by independent research. 
Amother phase of the same inquiry was discussed in The 
Economic Journal for December, 1913. The Fourteenth Session 
of the International Statistical Institute. 

January, 1914. The Co-operative Insurance of Live-stock in England 
and Wales. Sir James Wilson. Some material for a Study of 
Trade Fluctuations. D. H. Eobertson. On the period of 
gestation of new capital, ^nd the period of replacement of 
capital. A New Illustration of Pareto's Law. ^ J. C. Stamp. 
An application to the statistics of higher incomes in the United 
Kingdom. 

The Women*s Industrial News. 

January, 1914. Government Contracts and the Disenfranchised 
Worker: A Study in the Brush-making Trade. Mbs. Bernard 
Drake. 

New Statesman (Supplements). 

February 14, 1914. Co-operative Production and Profit-sharing^ 
Sidney and Beatrice Webb. A short treatise in eleven chapters, 
historical and critical, on Associations of Producers. 

February 21, 1914. Women in Industry. Women's Wages. Mrs. 
F. W. Hubback. Women in Trade Unionism. Miss B. L. 
Hutchins. The Legal Minimum Wage at Work. J. J. Mallon. 

Quarterly Journal of Economics (Harvard). 

November, 1913. The Tariff Act of 1913. F. W. Taussig. The 
Administrative Provisions of the Revenue Act of 1913. J. F. 
Curtis. Deals with neW'* provisions largely required by the 
great development of the ad valorem principle of taxation in 
the new tariff. The Income Tax of 1913. J. k. Hill. These 
three articles give an excellent conspectus of the recent changes 
in the United States’ system of taxation. Four Years more of 
Deposit Guaranty. Thornton Cooke. A study of the deposit 
guaranty laws of Oklahoma, Kansas, Texas, and Nebraska. The 
Social Point of View in Economics. — I. L. H, Haney. A 
discussion of such questions as — ^What is Society ? The Kartell 
Movement in the German Potash Industry. H. E. Tosdal. 
Industrial Bounties and Rewards by American States. F. VJ. 
Powell. 
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American Economic Review (Boston)., 

Dbcember, 1918. The Security Holding b of National Banks, J. H. 
Hollanber. An analysis of the ?1, 000, 000, 000 itorth of 
securities, other than United States bonds, held by the national 
banks. Ohjeciiona to a Compensated Dollar. E. M. Patterson. 
Amortisation, A. D. Chandler. On the various principles which 
can govern sinking funds. ^ . 

Pbliticat Science Quarterly (New York), 

December, 1913. The Wisconsin Income Tax. T. S. AdamS. 
Governmental Begulation of Securities Issues, A. U. Ayres. 
Attempts are being made in certain American States to protect 
investor against unsound flotations.^ The Field before the Com- 
mission on Jndustrial Relations, Paul U. Kellogg. An Inter- 
state Commission, appointed to investigate the field of relations 
between ‘employer and employee, entered on its work in 
October, 1918. 

Annals of American Academy, (Philadelphia). 

November, 1913. A series of articles on Reducing the Cost of Food 
Distribution, 

January, 1914. A series of articles on Housing and Town Planning. 

Journal of Political Economy (Chicago). 

November, 1913. The Truth about the LW,W, R. F. Hoxie. The 
Industrial Workers of the World are far from being the grim and 
powerful organisation which is often depicted. Money and 
Prices, — IL J. D. Magee. A statistical study, with special 
reference to Chicago and the United States, continued from 
the October number. The Indian Gold Absorption, William F. 
Spalding. 

December, 1913. Uniform Methods of Railway Accounting, Frank 
Nay. Workmen's Compensation in the United States: A Review, 
E. H. Downey. 

January, 1914. The Tariff of 1913. — J. H. Parker Willis. 

Bulletin of U.S, Bureau of Labour Statistics, 

No. 117, Prohibition of Night Work of Young Persons, 

No. 118. Ten-hour Maximum Working-day for Women and Young 
Persons, 

No. 127, Dangers to Workers from Dusts and Fumes, and Methods 
of Protection, Numerous illustrations. 

No. 184. Wages and Hours of Labour in the Boot and Shoe and 
Hosiery and Knit Goods Industries : 1890 to 1912. 

No. 185. Wages and Hours of Labour in the Cigar and Clothing 
Industries ^ 1911 and 1912. 

No. 186. Retail Prices, 189(>'to August, 1.913. 

Revue d'Economie Politique (Paris). 

NovembeRt-December, 1913. L' alimentation populaire h Paris. 

FEilbogen. Intervention legale et contrat colleotif du travail, 
G. PiBOU. Brisbane, Esquisse du diveloppemeni d'une capitals 
colonials dans V Empire Briiannique, C. Schindler. 
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January-February, 1914. La Notion de Valeur. C. Bodin. La 
repartition de la proprteU rurale en Autriche. E. Gonnard. 
Qu^l est Vavenir des industries ruralcs d domicile, G. Olphe- 
Galliard. 


Journal des Economistes (Paris). 

December, 1913. Quelques effete du protectionnisme agraire en 
Hongrie, Simon Aberdam. Les Trusts de navigation trans- 
atlantique. Max Hochschiller. 

January, 1914. Le Marche financier en 1913. Arthur Eaffalovich. 

February, 1914. * L' evolution et les regressions fiscales, Yves Guyot. 

Revue Economique intornationaZe (Brussels). 

November, 1913. he taux prive de V escompte et le ^,o4rs du change, 
Maurice Ansiaux. The relation of Central Banks to the rest 
of the Money Market. Le ProbUm^e de la propridtd paysanne en 
Egypie et la recente loi d'insaisissahilite. Li&on Polier. Deals 
with Lord Kitchener’s “Five Feddan Law.’^ L* Association du 
Capital et du Travail par V actionnariat ouvrier, E. de Brief. Co- 
operative Production, Port Sunlight, the Gas Companies, &c. 
Les effets de la reduction legale de la journce de travail dans 
les mines en Belgique, G. de Leener. 

December, 1913. Des conditions^ dans lesquelles se prSsenfe aciuclle” 
meni le credit des JStats BaXkaniques, H. Philouze. 

January, 1914. Le mouvement ouvrier et la r6forme sociale en 
Angleterre. E. von Philippovitch. “ On pout dire qu’il n’existe 
pas en Angleterre de parti ouvrier democratique social important, 
mais tous les ouvriers organises ont trempe leurs armes k la 
fiamme de rid4e socialiste lorsqu’ils ont iutt6 contre les 
patrons.” Le “ coin des grains ” d Anvers. P. van Hissenhoven.. 
Les Chemins de fer suisses, G. Gariel. La Banque de Russie, 
B. S. Chlepner. c ’ 

Archiv fur Sozialwissenschaft und Sozialpolitik (Tiibingen). 

November, 1913. August BebeL E. Michels. Die Agrarfrage in 
Russland seit 1905. N. Oganowsky. Methodologisches zu den 
Problemen des Wertes und de^ wirtschaftlichen Prinzips, 
E. Heimann. Ueber das Verhdltnis von Arbeitszeit und geistiger 
Aufnahmefdhigkeit der Arbeiter, W. Kochmann. Der Soziale 
Oedanke Kropotkins, L. Fabbri. 

January, 1914. Ueber den Subjektivismus in der Prieslehrc, 0. v. 
Zwiedineck. Ueber einige in der Natur des Beobachtungsob- 
jekts liegende Schwierigkeiten des v oiks wirtschaftlichen 
Forschens. Lujo Brentano. Die italienische Mutter sversicher- 
ung und ihre Bedeutung. G. Miciiels-Lindner. 

SchmolleFs Jahrhueh (Munich). 

Part 1, 1914. Die soziale hewegung Englands von 1770-1912 im 
Lichte der Marxistischen Klassenkampfsideen, Gustav 
S cHMOLLER. With special reference to Beer *s recent “ Geschichte 
des Sozialismus in England.” Hdchschulbildung fiir Untern- 
ehmer. K. Thiess. Prinzipielles zur Erforschung der Teuemna. 
W. Eggenschwyler. On the theory of money, partly critical of 
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Fisher. Das StiUe Meet. Paul Dbhn. The Panama Canal 
and the Pacific. Zum Stands det niederlandisohen Arbeiter- 
bewegung, C. van Manen. Lohngestaltung ^auf dem Lands 
im Ztusamihsnhangs mit agranschen Enimcklungen. Anija 
Neumann. 

Annalen fur Soziale Politik und Gesetzgebung (Berlin). 

VoL. III., Parts 3 and 4, 1914. Dis Reichsfinanzgssstzgebakg von 
1913. W, GeRLOFF. Rundschau uber das V&rsicherungswss^n. 
A. Gunther. 

Zeitschrift filr Volkswirtschaft, Sozialpolitik und Verwaltung 

(Vienna). 

Part VI., W13. Das gssstzliche Lohnminimum in England. (44 
pp.) WeriTeb Picht. Deals with the Trade Boards Act, 1909, 
and the Coal Mines (Minimum Wage) Act, 1912. Dis Versehieb- 
ung des wirtschaftlichen KrafivsThdltnisses zwischen England 
und Deutschland. Karl Uhlig. Dis erste Lassallebeivsgung 
in Osterreich. Julius Bunzel. 

Giornale degli Economisti (Eome). 

November, 1918. La riforma dells psnsioni civili s milUari. 

L. Amoroso. Uernigrazione ^in Siberia. Jenny Griziotti- 

Kretchmaijn. Banche popolari. L. Tuccaei. 

December, 1913. Le riforma dslle pensioni civili e militari, 

A. Beneduce. La ferrovia di Adalia. U. di Benedetti. La 

riforma doganale N or d- Americana. A. Caronani. 

January, 1914. Uuomo medio. C. Gini. An appreciation of 
Quetelet's leading conception, II principio mutualistico nelle 
assicurazioni. A. Beneduce. On the principle of insurance 
underlying co-operation. Sulla persquazione mediants curve 
unimodal^ semplici. F. Insolera. Criticising the method by 
which Prof. Karl Pearson ascertains the constants pertaining 
to his scheme of Frequency groups, the writer proposes a new 
system of equations involving the fifth “moment.” Nuove 
ricercliG sulla mortaliid italiana. G. Mortari. A lucid sum- 
mary of the diminution in mortality shown by the returns of 
1901-10, compared with earlier periods. 

La Riforma Socials (Turin). 

December, 1913. La logica Protezionista. L. Einaudi. A vigorous 
polemic. 

January-February, 1914. La Serrata degli avvelenatori. G. Prato. 
Eestrictions on the sale of liquor in Italy are discussed in the 
light of the regulations in other countries. 

Rivista Critica di Scienze Sociali (Florence). 

January, 1914. La legge-ipotesi fondamentale della scienza finan- 
ziaria. E. A. Murray. La teoria delle crisi. M. Alberti. 

De Economist (The Hague). 

January, 1914. Minimumdoonbeweging. J. A. Levy. Continued^ 
in February. 
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NEW BOOKS. 


English 

Bali.en (Dorothy). Bibliography of Koad-maldng and Roads in 
ihe United Kingdom. London; P. S. King. 1914. Pp, xviii + 281. 
15s. net. 

[With an introduction by Sir George Gibb. A useful and laborious work, 
described by the compiler as “a revised and considerably enlarged edition” of the 
Bibliography compiled by Mr. and Mrs. Webb in 1906.] 

Barbour (Sir David). ** The Influence of the j3ofd Supply on 
Prices and Profits. London: Macmillan. 1913. Pp. xii+104. 
Ss. 6d. net. 

[To be reviewed.] 

Best (E. H.) and Ogden (C. K.). The Problem of the Continua- 
tion School and its Successful Solution in Germany. London : P. S. 
King. 1914. Pp. 80. Is. net. 

[With an introduction by Dr. Georg Kerschensteiner and numerous illustrations.] 

Booth (Charles). Industrial Unrest and Trade Union Policy. 
London : Macmillan. 1913. Pp. 32. Library Edition, Is. ; Popular 
Edition, 2d. 

[In this pamphlet Mr. Charles Booth argues that Trade Unions, however great 
their social and political success, have failed to fulfil their high economic ex- 
pectations. He suggests to them an extended policy of “ fair house discrimin- 
ation between one employer and ano||^r. There would be non-interference by 
unions with the action of accepted employ^ which should be at least one-third (say) of 
the total, and a concentration of collective bargaining and Trade Union action on 
the not accepted. Reviewed above.] 

Cannan (Edwin). Wealth: A Brief Explanation'of the Causes 
of Economic Welfare. London: P. S. King. 1914. Pp. xxiii + 274. 
3«. 6d. net. 

[“It is hoped that this work may be found useful by academic teachers and 
•students, as well as by readers who wish to improve their capacity for dealing with 
practical economic problems without attendance at lectures and classes. It has 
Men evolved gradually out of the annual course of lectures which the author has 
fgiven for first-year students at the London School of Economics.” To be reviewed.] 

Carr (Comyns), Garnett (Stuakt), and Taylor (J. H.). National 
Insurance. Fourth Edition. London : Macmillan, 1913. Pp. xliii 
-fl284. 158. net. 

[This very valuable work of reference, having reached a fourth edition, has been 
%rougbtup to date with reference to the Amending Act of 1913, and to the great mass 
of orders, regulations, and decisions which have been issued administratively. The 
principal official documents are given in appendices. The great bulk of these has 
necessitated the omission of the introductory descriptive chapters. The publishers 
Are to be congratulated on producing a volume of over 1,300 pages which, on account 
of the use of very satisfactory papar, is neither heavy nor unwieldy,] 

Carter (G. K.). The Tendency towards Industrial Combination. 
London : Constable. 1913. Pp. xNaii-fSOl. 68. net. 

[*^A study of the modern movements towards industrial combination in some 
li^heres of British industry ; its forms and developments, their causes, and tl^ir 
^determinant circumstances.” To be reviewed.] . 
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CASTBEE 0 (P. H*)^ Production : A Study in Economies. 
London: George AHen* 1914, Pp. xvi + 382. 5«. net. 

[A new and cheaper edition of a work originally puWisfaed in 1901 ^ To be 
reviewed.] ^ 

Channel Tunnel : Full Details of the Present Scheme — Military, 
Engineering, Financial. Channel Tunnel Company. I9l3. Pp. 136. 

[A synopsis of various materials relating to this project,— parliamentary j^eches, 
Articles by military authodties, etc. etc.] ^ 

Chapman (8. J.)* Outlines of Political Economy. Second Bditiop. 
London: Longmans. 1913. Pp. xvi + 413. 3«. 6d. net. 

[Beyond the removal of some ambiguities and obscurities, this edition is not 
substantially different from the first which was reviewed in the Economic Joubnal, 
^oi. xxii, p.71.]% « 

Cole (G. D. *H.). The World of Labour: A Discussion of the 
Present and FOture of Tradef Unionism. London: G. Bell. 1913. 
Pp. vii + 443. 58 . net. 

[With frontispiece by Will Dyson. Reviewed above.] 

Dale (Bernard). The Effect of Taxes'on Foodstuffs. London : 
Effingham Wilson. 1914. Pp. xv-f 64. 2«. net. 

[** A tax may be imposed on a portion of the supply finding sale without increas- 
ing the price of the whole supply, provided it is imposed on that portion of the 
supply which is produced under the roost IJavourable circumstances and does not 
.exceed in amount the value of the differential advantage possessed by the owner of 
that portion.*' This rule has been overlooked by ** the fourteen professors " as well 
as by leading politicians. The author appears to assume that the taxed source of 
supply has no other possible market except the taxing country.] 

Heaton (Herbert). The Letter Books of Joseph Holroyd (cloth- 
factor) and Sam Hill (clothier). Halifax : F. King and Sons. 1914. 
Pp. 41. 28. 

[“Documents illustrating the Organisation of the Yorkshire Textile Industry in 
the early 18th ^ntury/' published by the Bankfield Museum, Halifax. To be 
reviewed.] 

Johnson (S. C.). A History of Emigration from the United 
Kingdom to North America, 1763-1912. London : Routledge. 1913. 
Pp. xvi + 387. Ga. net. 

thesis for the degree of Doctor of Science (Econ.) in the University of 
London.] 

Jones (Robert). The Nature and First Principles of Taxation. 
With a Preface by Sidney Webb. London: P. S. King, 1914. 
Pp. xvii + 299. 78. 6d. net. 

[The author devotes the greater part of his space to an historical account, with 
numerous citations, of the development of ideas about taxation. To be reviewed.] 

Kirkup (Thomas), A History of Socialism. Fifth edition, revised 
and largely rewritten by Edward R. Pease. London: A. and C. 
Black. 1918. Pp. xi4*490. 58 , net. 

fThe first edition of the late Mr. Kirkup's History was published in 1892, and 
reviewed in the Economic Journal, Vol. Hi, p. 108. The present edition has been 
rewritten by the Secretary of the Fabian Society. To be reviewed.] 

Lawson (W. R.) British Railways: A Financial and Commercial 
.Survey, London: Constable. 1913. Pp. xxxii + 320. 68. net. 

[To be reviewed.] 
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' Lobia (Achille). The Economic Synthesis: A Study of the 
Laws of Income. London : George Allen. 1914. Pp. xii + 368. 
10s. 6d. net. 

C 

[^anslated from the Italian by M. Eden Paul, and somewhat abridged. The 
Italian edition was reviewed in the IBconomic Joubnal, Vol. xix, p. 280.] 

Mallet (Bernard). British Budgets, 1887-88 to 1912-18. 
London: Macmillan. 1913. Pp. xxiv + 511. 12a.net. 

[Reviewed above.] 

Marks (T. E.). The Land and the Commonwealth. London: 
P. S. King. 1913. Pp. xxv + 314. 58. net. 

[With reference to current proposals for Land Reform. To be reviewed.] 
Munsterberg (Hugo). Psychology and Industrial Efficiency. 
London: Constable. 1913^ Pp. 321. 6s.net. 

[To be reviewed.] • 

Oxford (The Bishop of), with an. Introduction by. Property: 
Its Duties and Rights historically, philosophically, and religiously 
regarded : Essays by various writers. London : Macmillan. 1913. 
Pp. XX + 198. 58. net. 

[To be reviewed.] 

PiGou (A. C.). Unemployment. Ijondon : Williams & Norgate. 
1914. Pp. 256. Is. net. 

\ln thQ Home UniverRity Library . IJo be reviewed.] 

Reeves (Mrs. Pember). Round about a Pound a Week. London : 
G. Bell. 1913. Pp. viii + 231. 2s. 6d. net. 

[Reviewed above.] 

Rew (R. H.). An Agricultural Faggot: a Collection of Papers 
on Agricultural Subjects, London: P. S. King. 1913. Pp. xi+187. 
5s. net. 

[“ The subjects dealt with relate to the History and Economics of British 
Agriculture.” To be reviewed.] 

Smith (Charles William). “The World and its Natural Products 
cornered ” : the greatest of all crimes of all centuries. London : 
P. S. King. 1913. Pp. iv + l4. Is. net. 

[A pamphlet directed against all forms of sx>eculation.] 

Wacha (D. E.). Indian Currency Commission. Bombay: 
Bombay Chronicle Press. 1913. Pp.,112. 

[“ A review of the principal evidence recorded during the first session,” reprinted 
from the Bombay Chronicle.] 

Williams (R.). The First Year’s Working of the Liverpool Docks 
Scheme. London: P. S. King. 1914. Pp. 192. 2s. 6d. net. 

[Published under the auspices of the Liverpool Economic and Statistical Society. 
The author is Divisional Officer for the North-Western Division of Labour Exchange. 
To be reviewed.] 


American, 

Brace (Harrison H.). .The Value of Organised Speculation. 
Boston: Houghton Mifflin. 1913. Pp. xiii + 290. $1*50. 

[A Hart, Schaffuer, and Marx Prize Essay. To be reviewed.] 

Brooks (John Graham). American Syndicalism; The I.W.W. 
New York : Macmillan Company. Pp. 264. 5s. 6d. net. 

[Based on lectures given at the University of California in 1911. To be reviewed.^ 
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Commons (John B.)- Labour and Administration. New York: 
Macmillan Company. 1913. Pp. ix + 431. 7a.net., 

[With reference to the United States. To be reviewed.] ^ 

Davenpobt (Herbebt Joseph). The Economics of Enterprise. 
New York: Macmillan Company. 1913. Pp. xvi + 544. 10a. net. 

[To be reviewed.] 

Fairchild (Henry Pratt). Immigration : A World Movenaent 
and its American Significance. New York: Macmillan Company. 
1913. Pp. 455. 7a. 6d. net. 

[To be reviewed.] 

Fisher (Irving). The Purchasing Power of Money. Second 
Edition. New York: ‘Macmillan Company. 1913. Pp. xxiv-f502. 

[Professor P^^her has taken advantage of the appearance of a new edition to 
bring some of the figures up to date, and to add an appendix on standardizing the 
dollar.” There are no other substantial changes. The first edition was reviewed in 
the Economic Journal for September, 1911.] 

Gephart (W. F.). Insurance and the State. New York: Mac- 
millan Company. 1913. Pp. xiii-f 228. 5s, 6d. net. 

[What forms of insui’ance, if any, should tfie State monopolise? To be 
reviewed.] 

Magee (James Dysart). Money and Prices : A Statistical Study 
of Price Movements. Chicago. 191p. Pp. 89. 

[A doctoral thesis in the University of Chicago, reprinted from the Journal of 
Political KcorLomy.f 

Marshall (L. C.), Wright (C. W.), and Field (J. A.). Materials 
for the Study of Elementary Economics. Chicago : University of 
Chicago Press. London : Cambridge University Press. 1913. Pp. 
Xvii + 927. 128. net. 

[This is a vast compilation of passages, each of a few pages in length, selected 
from a great variety of economic writers and authorities, by members of the Depart- 
ment of Political Economy at Chicago. It is intended to be used by students in 
conjunction with « systematic text- book. To be reviewed.] 

Richmond (Mary E.) and Hall (Fred. S.), A Study of nine 
hundred and eighty-five widows known to certain Charity Organisa- 
tion Societies in 1910. New York : Bussell Sage Foundation, 1913. 
Pp. 83. 

Sullivan (J. W.). Markets for the People : The Consumer’s 
Part. New York: Macmillan Company. 1913. Pp. viii + 316. 

[“ The subject of this book is the various commercial channels between the 
producer and consumer of foodstuffs. ” To be reviewed. ] 

Taylor (W. G. Langworthy). The Credit System, New York : 
Macmillan Company. 1913. Pp. x 4-417. 10s. net. 

[To be reviewed.] 

Usher (A. P.). The History of the Grain Trade in France, 1400- 
1710. Cambridge (U.S.A.): Harvard University Press. 1913. 
Pp. XV 4- 405. $2. 

[Harvard Economic Studies^ Vol. ix.] 

ZrzEK (Franz). Statistical Averages: A Methodological Study. 
New York: Holt. 1913. Pp. ix4-892. $2'60net. 

[Authorised Translation of Die Statistischen Mittelwerie with additional Notes 
and References by Prof. W. M. Persons. To be reviewed,] 
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French. 

BeioLom (Maurice). La Statistique Internationale de 1 'Assurance' 
centre I’lnvalidite. Paris : Dunod & Pinat. 1913. Pp. 47. 

[A report laid before the International Statistical Institute at its session in 
Vienna, 1913,] 

Bellom (Maurice). La Pr4voyance legale en faveur des 
ploy^s. Paris : G. & M. Eavisse. 1913. Pp. 108. 

[Based on the practical experience of Germany and Austria.] 

Bouche (B.) Les ouvriers agricoles en Belgique. Brussels: 
Misch & Thron. 1913. Pp. viii + 265. 

[A publication of the Institut 5oZuay.] 

Guyot (Yves). L’Industrie et les Industriels. c Paris: O. Doin. 
1914. Pp. xxviii4-356. Fr. 5. 

Kaufmann (E.). La Banque en France — consideree principale- 
ment au point de vue des trois grandes Banques de Depots. Paris : 
Giard & Bri^re. 1914. Pp. vii-f 503. Fr. 14. 

[Translated from the Gernlan and brought up to date by A. 8. Sacker. The 
original German edition of this study of the CrMit Lyonnais, the Societc* General® 
and the Comptoir National met with much approval. To be reviewed.] 

Leroy-Beaulieu (Paul). La Question de la Population. Paris: 
Alcan. 1913. Pp. iv + 512. Fr. 3.50. 

Lescure (Jean), L'Epargne en France. Paris: Eecueil Sirey. 
1914. Pp. viii + 114. Fr. 2-50. 

[Orginally written for the Verein filr Sozial^oliiik,] 

Malegne (J.). Une fonne speciale de chomage. Le travaif 
casuel dans les ports anglais, Paris: Eousseau. 1913. Pp. 220. 
Fr. 8. 

Martin (G.). L’histoire du credit en France so/is le regne de 
Louis XIV. Vol. I. Le credit public. Paris : Larose & Tenin. 1913. 

Nogaro (Bertrand). Elements d’Economie politique. Reparti- 
tion, Consommation, Doctrines. Paris : Giard & Bri^re. 1914. 
Pp. 291. Fr. 4. 

[This is the second and concluding volume of a small text-hook.] 

Nogaro (B.) and Oualid (W.). L'Evolution du Commerce, du 
Credit et des Transports depuis cent cinquante ans. Paris ; Alcan. 
1914. Pp. 444, 

[An elementary economic history in the Histoire Umveraelle du Tranjail series. 
M. Oualid has dealt with commerce and transport, M. Nogaro with money and credit. 
To.be reviewed.] 

Osorio (Antonio). Theorie math4matique de TEchange, With 
an Introduction by Vilfredo Pareto. Paris : Giard & Brifere. 1913* 
Pp. xviii + 395. Fr. 10. 

[Translated from the Portuguese. The first of a series of studies dealing with 
the application of mathematics to pure Economics. This volume deals with 
equilirndum in exchange. To be reviewed.] 

Eoussin (Henri). William Godwin (1756-1836). Paris: Librairie 
Pl 0 n. 1918. Pp. vii + 33. Fr. 7*50. 

[A doctoral thesis.] ♦ 



1914 ] EECBNX PERlODICAIiS AND BOOKS 175 - 

Vi, 

WoBMS (Ben:i6), Leg Associations agricoles. Paris; Giard & 
Bri^re. 1914. Pp. 280. Fr. 8. 

[A brief study iu tbe Pepit^ Encyclopidie sociali.] 

ZAWAt)SKi (Wl.). Leg Math^rnatiques appliqu^es h I’Economie 
Politique. Paris : Riviere. 1914. Pp. 881. Fr. Q. ^ 

[A discussion of the conditions in which the application of mathematical methods* 
to Economics is possible and of the degree to which it has actually provitd useful. 
To be reviewed- 1 


German. 

Borgius (Walther). Zollpolitisches A.B.C. Buch. Munich: 
Duncker & Utimblot. 1918. Pp. vii + 125^ M. 2. 

[A very small texVbook.] 

Calwer (Richaro). Das .Wirtschaftsjahr 1907 : Jahresberichte 
liber den Wirtschafts- und Arbeitsmarkt. Zweiter Teil : Jahrbuch 
der Weltwirtschaft, 1907. Jena : Gustav Fischer. 1913. Pp. 365. 
M. 17. 


Calwer (Richard). Das Wirtschaftsjahr 1911. Erster Teil: 
Handel und Wandel 1911. Jena: Gustav Fischer. 1913. Pp.. 
vii4-332. M. 15. 

Ehrlich (Eugen). Grundlegung der Soziologie des Rechts.. 
Munich : Duncker & Humblot. 1913. Pp. 409. M. 10. 

Gutmann (F.). Das franzosische Geldwesen im Kriege 1870-1878. 
Strassburg: Trlibner, 1913. Pp. xii4-525. M. 12. 

Hobson (J. A.). Die Furcht vor Deutschland. Munich : Olden- 
bourg. 1913. Pp. 28. M. 0*50. 

[ “ The German Panic ” translated with an introduction by Lord Lorebum for the 
Flugsclvriftm des Deutsch-Englischen Verst&ndigungskomitees, ] 

Kaufmann (A.). Vergleichende Untersuchungen iiber den Schutzr 
der Arbeiter und Angestellten der Badischen Staatseisenbahnen und 
der Schweizerischen Bundesbahnen. Munich : Duncker & Humblot. 
1914. Pp. vii4-158. M. 6’80, 

[Stoats- und socialwissenscJiaftliclie Forschungen^ 175. With numerous diagrams.] 

Perlmann (L.). Die Bewegung der Weizenpreise und ihre 
Ursachen. Munich : Duncker & Humblot. 1914. Pp. 73. M, 2. 
[Schriften des Verems fur Sozialpolitik^ 139.] 

Poller (Richard). Die Gefahren des Bergbaus und die Gruben- 
kontrolle im Ruhrrevier. Munich : Duncker & Humblot. 1914. 
Pp. viii + 145. M. 4. 

SiEPER (Ernst). Die wirtschaftliche Rivalitat zwischen Deutsch- 
land und England. Munich : Oldenbourg. 1914. Pp. 21. M. 0*50. 
{FVugschriJten des Deutsch-EngUschen Verstdndigungskomitees.] 

SoMEART (Werner). Der Bourgeois : zur Geistesgeschichte des 
modernen Wirtschaftsmenschen. Munich: Duncker & Humblot. 
1913. Pp. vii-f540. M. 12. 

[A further contribution to Sombart’s monumental studies on the rise and mean- 
ing of Capitalism. To be reviewed.] 



176 


THE ECONOMIC JOURNAL 


[march 1914 


Spanpth (J.). Britisch'Kaffraria und seine deutschen Siedlungen. 
Munich : Dunoker & Humblot. 1914. Pp. 82. M. 2*60. 

^ [Schrytm des Vereins fur SotialpoUtik, 147. 

Wagemann (Ernst). Die Wirtschaftsverfassung der Republik 
Chile: zur Entwicklungsgesohichte der Geldwirtschaft und der 
Papierwahrung. Munich : Duncker & Humblot. 1913. Pp. vii + 253. 
M. 6. 

[The economic history of ChUe since 1810, with a valuable bibliography.] 


Italian. 

Cassorta (Carlo). La conzumazione et -la distribuzione della 
ricchezza. Perugia, 1914^ 

Gozzi (Canzio). Gli indirizzi della politica comiherciale italiana 
Milan. 1914. 

Luzzatti (Giacomo). Valori e prezzi. Padua: Drueke. 1914. 

Ricci [Umberto). Reddito e Imposta. Rome : Athenseum. 1914. 
Pp. 79. L. 2. 

SupiNO (Camillo). Principi di Economia Politica. Riveduta ed 
Ampliata. Naples: L. Pierro. 1914. Pp. x + 597. L. 6. 

[The fourth edition of this manual. 



THE ECONOMIC JOURNAL 

JUNE, 1914 


THE LABOUR MOVEMENT AND THE STRIKE OF 
1913 IN NEW ZEALAND. 

I. Labour in Politics. 

New Zealand has recently witnessed an attempt at a general 
strike which should be of interest to students who desire to see 
modern labour theories put into practice. Before entering into 
a detailed account of the revolt of a section of the workers of 
New Zealand, we shall give an outline of the most important 
changes in the condition of labour during the last thirty years, 
so that readers may be in a better position to grasp the course 
and the significance of events during the strike. 

In commoft with many countries. New Zealand was in a 
state of industrial depression during the period 1879-95. The 
reckless expenditure of the ’seventies intensified the economic 
conditions which were being established by general causes ; times 
were hard for all, especially for the workers. From August to 
November, 1890, there occurred the great maritime strike — a 
strike which began in Australia and soon spread to New Zealand.* 
At the general election of December, 1890, when the conservative 
government was defeated and a liberal government was returned, 
the labour vote was in evidence. The English dockers’ strike 
had given a fillip to colonial trade unionism. ' The failure of 
the Australasian maritime strike sent the New Zealand trade 
unionists to the ballot-box with the object of redressing the 
balance by political means ; but this was not the sole cause^nf 
their taking to politics. For some time politicians of both the 
established parties had been aware that labour organisations were, 
coming into the field. The question was what they would do. 

* See the Boowowo Joubnal, vol. i, pp, %0-30, and voL il, pp. 436-41. 
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In Ballance and his colleagues of 1890, the unionists found a 
well-organised political party from which they had much to 
expect. With it they accordingly threw in their lot, and they 
made no attempt to form a distinct labour group. Under this 
liberal-labour government the general condition of the workers 
began gradually to improve, but not altogether, nor perhaps chiefly, 
through political action. In the eai'ly ’nineties the labour move- 
ment made little headway ; but during Seddon’s premiership, 
1893 to 1906, much legislation beneficial to the workers was 
passed, and the working conditions of the New Zealand unionists 
were so raised that theji became at least as good aa those of any 
other civilised country. It must be borne in mind, however, that 
the improvement in the conditions of labour was due to economic 
rather than to political causes ; the latter were secondary and con- 
ditional rather than originating factors. In 1882 the introduction 
of the frozen meat industry promised to revolutionise both agri- 
culture and grazing, and the promise was gradually fulfilled. 
The demand from the British markets for the new commodity 
grew apace, and, whereas irf 1882 the value of this export was 
£19,339, by 1890 it had exceeded £1,000,000. KeWgeration has 
undoubtedly done more for the small farmer than all the legis- 
lation of the last twenty years put together ; and the well-being 
of the farmer is reflected in that of all workers. Psychological 
causes were also at work, for the world-wide feeling of hopeful- 
ness and confidence engendered during the middle ’nineties swept 
over New Zealand also. The dawn of the twentieth century 
revealed the Dominion in the enjoyment of industrial progress 
and peace. 

The liberal government, which had carried all elections since 
1890, did not move fast enough for the more radical class of 
workers, and in 1904 an Independent Political Labour League 
was formed. This new party made a poor showing at the 1905 
polls. None of its twelve candidates was successful ; in all they 
secured only 4,000 votes. At the 1908 elections the p^^rty was 
viewed a little more favourably. One candidate was successful, 
and the votes cast for labour were increased to 25,000. The 
Political Labour League died a natural death ; but the party spirit 
did not diminish. In 1910 fresh energy was thrown into the 
labour movement, and if was again decided to contest the next 
election independently. Four candidates proved to be successful ; 
50,000 votes were given in favour of the party. In 1911, the 
year of the general election, the proposal was made that a party 
should be formed to include all labour political organisationie. 
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For some years the Federation of Labour, a somewhat revolu- 
tionary body composed mostly of miners and waterside workers, 
had been in existence ; but it was almost wholly a labour industrial 
organisation. Its watchword was the “abolition of the wage 
system.” By organising industrially, it hoped to' form the struc- 
ture of the new society within the shell of the old. It ' used the* 
strike for purposes of aggression and of defence. The preafmble 
to its constitution, which was almost the same as that of the 
Industrial Workers of the World, began — “the working class and 
the employing class have nothing in common.” The chief policy 
planks of the Federation were : — t 

1. “To secure employment of our members in preference to 
non-unionists ;* to maintain -a spirit of fraternal sympathy with 
the workers of this and other countries by assisting them when 
necessary.” 

2. “To use our united efforts to discourage the contract labour 

and bonus systems, and as soon as possible to abolish these, 
believing the said systems to be detrimental to the best interests 
of organised labour.” • 

3. “To enable and provide for the Federation to own, publish, 
and control a newspaper or newspapers.” 

4. “To ensure to members who are proved to have been 
unjustly treated the support of the Federation.” 

At the Unity Conference at Easter, 1912, the United Labour 
Party was definitely formed. Provision was made for the com- 
bination in this of all trade unions, trades councils, socialistic 
federations, &c. Amongst the objects of this new body were : — 

1. To consolidate the political power of the workers in their 
own behalf, and to use their whole power (both political and 
economic) in negotiations with employers, in the courts, in muni- 
cipal, county, and Parliamentary bodies, in international rela- 
tions, and (if need be) in industrial revolt. 

2. To use the fruits of every partial victory, to strengthen and 
continue this work until the power to oppress and exploit any 
of the workers, either by private monopolies controlling the 
Government, or through the private monopoly ownership and 
control of industry, shall utterly disappear, and there shall be 
secured for all the people power to purchase with their income 
the total products of their labour — until, in short, the means of 
production, distribution, and exchange (in so far as they con- 
stitute in private hands instruments of oppression and exploita- 
tion) shall be socially owned and operated without profit and for 
the common good of alL 

N 2 
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This party strove to settle industrial disputes chiefly by 
methpds of conciliation and arbitration. It used the strike only 
as a means of defence and as a last resort. The Federation of 
Labour refused to recognise the United Labour Party, with the 
result that much bitterness arose between the two rival 
organisations. 

II. Trade Unions and the Law. 

Before the next step can be properly appreciated, we must 
glance at two Acts in operation in New Zealand for the organ- 
isation of labour and the regulation of labour disputes — ^the In- 
dustrial Conciliation and Arbitration Act and the Trade-Unions 
Act. The maritime strike of 1890 so impressed the general 
public that they were prepared to listen to suggestions for the 
prevention of such evils. The workers, defeated in the great 
struggle, suggested compulsory arbitration, in the hope that the 
Government would do for them what they were unable to do for 
themselves. Under the guidance of Mr. W. Pember Reeves, a 
compulsory arbitration law w&s placed on the statute book in 1894. 
In the title and preamble, the Act was described as an Act to 
encourage the formation of industrial unions and associations, 
and to facilitate the settlement of industrial disputes by concilia- 
tion and arbitration. Mr. Reeves, in discussing the Act later, 
said : “ What the Act was primarily passed to do was to put an 
end to the larger and more dangerous class of strikes and lock- 
outs. The second object of the Act’s framer cwas to set up 
tribunals to regulate the conditions of labour.” At the time of 
its passing, the Act was regarded as a piece of experimental 
legislation, and many amendments have been made to it, as 
changing conditions have demanded. In 1908 the existing enact- 
ments were consolidated into the Industrial Conciliation and 
Arbitration Act, which has been amended in 1908, 1910, 1911, 
and 1913. The Act makes provision for, and states the con- 
ditions to be regarded in the registration of, industrial unions and 
associations. The number of persons necessary to register an 
industrial association must not be fewer than three in the case of 
employers, and fifteen in the case of workers. Registration en- 
ables a union or association : (1) To enter into and file an in- 
dustrial agreement, specifying the conditions of employment 
agreed upon; and (2) in the event of failure to arrive at an 
industrial agreement, to bring an industrial dispute beffiire a 
Council of Conciliation set up for the purpose, and, if necessary^ 
before the Court of Arbitration, 
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After dividing the Dominion into eight indiistrial districte, 
the Act provides for the appointment of not more than four Con- 
ciliation Commissions to hold office for three years ; thre« have 
been appointed, and each of the industrial districts is placed 
under the jurisdiction of one of them. Councils of Conciliation 
are set up for each dispute as it arises. The originating union,^ 
association, or employer makes application to the Commissioner, 
stating the nature of the dispute and the name of the respondents, 
and recommending one, tv?o, or three assessors to act as repre- 
sentatives on the Council. The Commissioner notifies the re- 
spondents, ^nd calls upon them to recommend an equal number 
of assessors to represent them. The assessors must, except in 
special cases at the discretion of the Commissioner, have been 
engaged in the industry in question. 

Disputes may be taken to the Arbitration Court direct or 
after failure to come to an agreement in the Conciliation Council. 
The Court of Arbitration is a court for the whole Dominion. It 
consists of three members : a judge of the court, who has the 
status of a judge of the Supreme^ Court of the Dominion ; an 
assessor chosen ‘by the industrial unions of the employers; and 
an assessor recommended by the industrial unions of the workers. 
They are all appointed by the Governor, and hold office for three 
years. The assessors are naturally inclined to be partisan in 
their decisions, so that the real power is in the hands of the judge. 
The awards of the Arbitration Court are binding on the individual 
employer and .worker as well as on the respective unions, and 
heavy fines may be inflicted for the breach of an award. It 
follows, then, that, so long as a union is registered under this Act, 
its right to strike is forfeited ; but, on giving the requisite notice, a 
union can cancel its registration. 

It is worth noting that, in the early days of its operation, the 
Arbitration Act was bitterly opposed by the employers. Owing 
to the disclosures of the Sweating Commission of 1890, it was 
generally expected that labour must be benefited by the new piece 
of legislation. For years the employers were so penalised that 
the decisions of the Boards and of the Courts appeared to be all 
one-sided. The unions revelled in the discomfiture to capital. 
It must be remembered, however, that the rise in w^es was not 
due solely to the Act, because from about 1895 a wave of pros- 
perity began to spread over all the world. 

Br. Mcllraith’s index numbers (base period 1890-99 = 100) 
show that the general level of prices in New Zealand rose from 
93 in 1895 to 101 in 1900, and fell to 98 in 1905 ; rose to 103 in 
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1910, and to 111 in 1912, Mr, Sauerbeck’s index numbers for 
the same years are 62, 75, 72, 78, and 85. 

Th6 hostility of the employers, however, gradually diminished, 
owing chiefly to the firm and impartial administration of the Act 
by the Court, to the unscrupulous employers being made to 
employ labour on the same conditions as the better class of em- 
ployers, to the awards usually freeing them from fear of labour 
unrest for a definite period, thus enabling them to enter into 
contracts with a greater degree of confidence, and to the con- 
tinued upward movement of the level of general prices. The 
principle of industrial ai^itration appeared to have^taken deep 
root, although it w^as not applied to the chief industries of the 
country. When from 1906 the unions found that' the Act could 
no longer be employed as an instrument for getting a marked 
increase in wages, because the Court was of the opinion that the 
remuneration to worker^ was as high as the economic conditions 
of the time would allow, they began to rebel against it. From 
1894 to 1905 there were no strikes of any consequence, but be- 
tween 1905 and March 31st, ^1913, there w'ere no fewer than 
ninety-eight. Of these, thirty-five came within, knd sixty-three 
without, the scope of the Act. The more radical among the 
workers now regard the Arbitration Act as an instrument of 
capitalism in keeping the working class in subjection ; they would 
abolish the Act, and inaugurate a period of industrial warfare as 
a prelude to the social revolution, which aims at overthrowing 
the capitalist system, and at bringing about a co-operative 
commonwealth, based upon industrial democracy. 

Unions may, if they so prefer, register under the Trade-Unions 
Act, 1908, instead of under the Arbitration Act. The former 
Act, after reciting that trade-unions are not criminal and are not 
unlawful by reason merely that they are in restraint of trade, 
states that none of its provisions will enable any court to enter- 
tain any legal proceedings, instituted with the object of directly 
enforcing or recovering damages for the breach of any agreement 
between members of a trade union as such, concerning the con- 
ditions on which any members for the time being shall or shall 
not sell their goods, transact business, employ or be employed. 
Jt further provides that this Act shall not affect any agreement 
between an employer and those employed by him as to such 
employment. It should be noted, however, that the Act cannot 
be deemed to constitute such agreements as the above “unlaw- 
ful ” ; all agreements are subject to the ordinary law of contract 
and the common law. The Trade-Unions Act, therefore, do^ 
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not provide for the prosecution of any union registered under it 
for the violation of an agreement by means of a strike or lock- 
out. For this reason, the ultra-radical unions have preferred this 
Act to the Arbitration Act. A table in the Evening Post 
(Wellington) of November 2l8t, 1913, contains the following 
estimate of the number of workers registered : — 

Under I. 0. Under 

and A. Act, T. U. Act. Total. 


Number of Unions 322 24 346 

Membership 60,622 11,000 71,622 


The total membei*8hip of unions registered under the Arbitra- 
tion Act oh March 31st, 1913, was : —Industrial, 60,622; em- 
ployers’, 4,262— in all representing about 6 per cent, of the popu- 
lation. If we add those dependent upon members of unions 
after allowing for the large proportion of single male and female 
workers, 10 per cent, would be a liber^fl estimate of the total 
population directly concerned in securing arbitration awards, so 
that 90 per cent, of the people are affected by such awards with- 
out representation other than that afforded by the judge of the 
Court. The Export of the Commission on the Cost of Living in 
New Zealand, 1912, in commenting on this, says : “This appears 
to be a serious weakness and calls for adjustment, as there is 
always the danger of mutual agreements being entered into be- 
tween the two parties concerned, imposing unjust increases in 
the cost of living, not only to the 90 per cent, of the people who 
are not represented, but to all members of unions who are not 
parties to a plirticular dispute.” 

III. The Present Labour Party, 

Towards the end of 1912 the miners at Waihi, Auckland, 
came out on strike, and all efforts to come to an agreement under 
the Arbitration Act were unavailing. The owners then intro- 
duced free labour; these new labourers formed a new union, 
registered themselves under the Arbitration Act, and under the 
protection of the law ousted the old union. A similar occurrence 
took place at Timaru, Canterbury, in connection with a local 
wharf siders’ strike. The use of the Act for the legal establish- 
ment of “blackleg” unions caused great indignation among the 
other unions, and wove a bond of sympathy between the two 
rival labour organisations. The Federation of Labour and the 
United Labour Party saw that both their interests lay in the one 
direction. The Federation of Labour sent out an invitation to 
a united conference, which was held in January, 1913. At this, 
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fthe basis of a new combined organisation was laid down, and 
in July the representatives of the two parties met for union. 
The union was effected, but only partially. The more moderate 
unions refused to recognise the new party, owing to its extreme 
tendencies, and the United Labour Party, though diminished 
in numbers, continued to exist. The new party was divided into 
two branches : the “ United Federation of Labour ** for industrial 
purposes ; and the “ Social Democratic Party ” for political action. 
The United Labour Party had been staunch supporters of the 
Arbitration Act, and the Federation of Labour had been opposed 
to it : the newly-created United Federation of Labour adopted a 
compromise, in that registration or otherwise was left entirely in 
the hands of the particular union concerned. The new organisation 
is directly opposed to the formation of any “bogus” union — that 
is, a new union formed during a strike and registered under the 
Arbitration Act and superseding an old union, registered under 
the Trade-Unions Act. The objects of the United Federation of 
Labour were a combination of those of its two constituents 
(summarised above). , 

The chief instrument in the hands of the Federation for the 
attainment of these ends is the strike. The Constitution pro- 
vides that unions of actual wage-workers shall be brought together 
under one of ten national departments. For example, the trans- 
portation department includes railway servants, waterside 
workers, seamen, tramway workers, drivers, cab and taxi-cab 
drivers, freight handlers, &c. The Federation requires the follow- 
ing rules to be observed in regard to strikes : — 

“No National Industrial Department shall have the power to 
strike without first seeking the co-operation of the National 
Executive in an effort to secure a settlement. 

“No union shall involve a local industrial department (that is, 
a department composed of all the affiliated unions in any given 
industry in a prescribed locality) in any strike without first placing 
the matter unreservedly in the hands of the local industrial de- 
partment. No local industrial department shall involve its 
National Department in any strike without first placing the 
matter unreservedly in the hands of its National Department ; 
and no National Industrial Department shall involve the United 
Federation of Labour in ^ny strike without placing the matter 
unreservedly in the hands of the National Executive, the decision 
in each case to be final. 

“The United Federation of Labour will employ the strike 
weapon, local, general,^ or national, whenever the circumstance 
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demand such action. In the event of a lock-out or authorised 
I strike, the full strength of the United Federation of Labour shall 
be at the call of the National Executive in support of the Section 
affected.” 

IV. The Strike of the Wellington Shipwrighl^, 

Although the Wellington ^ shipwrights’ dispute is not the chief 
cause of the recent attempted general strike organised by the 
United Federation of Labour, it was the first event in the chain 
leading up to it. The Wellington shipwrights, thirty-six in 
numbei*, bj reason of the fact that tJjjpir employment was for 
many years of .a casual character, had been in receipt of the 
highest rate of .wages paid ta shipwrights in New Zealand. They 
received Is. fid. per hour for ordinary time, while those in Auck- 
land received only Is. 4Jd. The payment to the Wellington 
shipwrights of Is. fid. per hour has continued up to the present, 
although their employment is of a much more permanent char- 
acter than it was formerly. Up to the time when the Union 
Steam Ship Company transferred ite workshops staff from Victoria 
Street (Wellington) to their new site at Evans Bay, a distance 
of about two miles, it had been customary to provide a convey- 
ance, or to pay travelling time to the shipwrights that were 
detailed to proceed from Wellington city to perform work at the 
patent slip at Evans Bay. On the completion of the U.S.S. Co.’s 
new workshops at Evans Bay, however, these became the place 
of business of the Company so far as its workshops staff was con- 
cerned, and the latter was notified accordingly that, for the future, 
the new workshops at Evans Bay would be regarded as the place 
of engagement, thus bringing the Company into line with other 
large manufacturing interests, whose premises are situated beyond 
the confines of the city proper, and who neither pay travelling 
time nor provide conveyance for their workers, though of course 
the location of the work is a factor in fixing the rate of wages. 
On March 19th, the Wellington shipwrights’ union wrote object- 
ing to this arrangement, and demanding payment for the time 
occupied in going to and from the work at the patent slip and 
Miramar. The Company, in its reply on April 9th, admitted 
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that the men were entitled to some extra remuneration for time 
lost in travelling ; but the parties could come to no satisfactory 4 
agreerilent as to the amount. Owing to the failure of the negotia- 
tions, the shipwrights on May 1 st cancelled the registration of 
their union under the Industrial Conciliation and Arbitration 
Act, and joined the Waterside Workers’ Union. 

The Waterside Workers* Union, which was then a branch of 
the Federation of Labour, and subsequently became affiliated 
to the United Federation of Labour, was bound by an agreement 
with the steapiship companies of New Zealand. In January, 
1912, representatives of 4 he companies had met repj*esentatives 
of the watersiders in conference, and, after long deliberation, gave 
a marked increase in wages. An agreement was entered into and 
was to be binding till January Slst, 1914. Shortly afterwards 
a marked increase in wages to seamen followed. How much 
these increases amounted to, or how far they were “passed on” 
to the public, has never been made known. At the time of the 
agreement, the chief source of comfort to the general public was 
a fidelity clause, which was •intended to prevent work at the 
wharves from being held up as long as the agfeement lasted. 
The clause in question, clause 28 of the agreement, reads as 
follows : — 

“The essence of this agreement being that the work of the 
employers shall always proceed in the customary manner, and 
shall not on any account whatsoever be impeded, it is agreed that 
if any dispute or difference shall arise between the, parties bound 
by this agreement, or any of them, whether as to its construction 
or meaning, or as to any other matter whatever arising out of, 
or connected therewith, every such dispute or difference, as the 
same shall arise, shall be referred to a committee to be composed 
of three representatives of the union at the port concerned and 
three representatives of the employers for their decision. The 
decision of the majority of the committee shall be binding, and 
if no decision is arrived at, the committee shall submit the point 
in dispute to some independent person to be chosen by it, and if 
his decision is not acceptable to both parties, then the matter 
shall be referred for further negotiation to the New Zealand 
Federation of Labour and the employer or employers concerned.” 

On July Slst, 1913, the* Waterside Workers’ Union demanded 
for the shipwrights higher wages, travelling allowance, and other 
concessions, which would afford a much greater emolument to 
the men. The employers, however, refused to treat with this 
union, on the grounds that the agreement stated specifically th»t 
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it was in respect only of the “wages and conditions of employ- 
ment of wharf labour,” in which category skilled trades could 
not be included. Negotiations, then, were in progress b^ween 
the shipwrights and the employers from March 19th till October 
18th, the date of the outbreak of the strike. On October 17th 
the employers replied briefly that they were unable to ^entertain, 
the claims, and, at the same time, informed the Wattoide 
Workers’ Union that, in the event of the intimation contained 
in their letter of August 19th that they would “stand by the 
shipwrights in the event of trouble arising” being carried into 
effect, and that if any stoppage or interference with the work of 
the employers resulted therefrom, such action would be regarded 
as a flagrant breach of clause *28 of the agreement. The following 
day the shipwrights came out on strike. 

V. The Sympathetic Strike . 

On Monday, October 20th, at a mass meeting of the Waterside 
Workers’ Union it was decided to call a “stop- work” meeting 
at 8 a.m. on the next Wednesday to consider : (a) The ship- 
wrights’ grievahces and claims; (b) travelling time for ship- 
workers at Evans Bay ; and (c) such action as may be deemed 
necessary. 

At this meeting it was decided to put the dispute in the hands 
of the United Federation of Labour, along with the necessary 
officials of the shipwrights and the president of the Waterside 
Workers’ Uni«n, with a view to the settlement of the dispute. 
When at 10 a.m. those who had attended the meeting returned 
to commence work again, they found that other union men had 
been put on in their places. The employers were quite willing 
to allow the stop-workers to come back to work, but as they 
refused to put them in the places they had occupied before the 
meeting, the watersiders regarded the action as a lock-out on the 
part of the employers. A meeting attended by fifteen hundred 
workers was again held, and a resolution was passed to the effect 
that no work should be accepted until all those who had stopped 
work had been reinstated. The shipping companies refused to 
do this, and declared the agreement to be broken. Much dis- 
cussion has been aroused by this declaration. The employers 
maintained that the workers, in breaking the continuity of the 
day’s work, had committed a breach of clause 28 of the agree- 
ment, and that consequently the agreement was no longer existent. 

The workers, on the other hand, claimed that the employers 
broke the agreement when they refused to pay travelling allow- 



188 


THE ECONOMIC JOURNAL 


[JUNE 

ance ; and that they broke it again when they refused to recognise 
the Waterside Workers* Union in the shipwrights’ dispute. The 
workefs admitted that the holding of the “ stop-work ” meeting 
was a violation of the agreement ; but they sought to justify their 
action by the fact that the working of the ships is continued 
throughout the twenty-four hours, and it is only at the change 
of shifts that all the men can be called together. Although they 
recognised that this was the first meeting of its kind in Welling- 
ton, nevertheless “stop-work” meetings had been held in Auck- 
land and Lyttelton since the coming into operation of the 
agreement, and these might be regarded as precedents. 

The strike or lock-out, according to the view taken, of the 
sixteen hundred Wellington waterside workers commenced on 
October 22nd, 1913. The point at issue was no longer the 
grievance of the shipwrights. That had become merely the in- 
cident which culminated in the larger strike. The actual cause 
of the strike at this juncture was the breach of agreement that 
took place on the occasion of the “stop- work” meeting. On the 
23rd the wharves were picketed ; some free labourers and per- 
manent employees of the Harbour Board worked •‘the ships, and 
efforts were made to form a new Waterside Workers* Union under 
the Industrial Conciliation and Arbitration Act. On the 24th 
the working of the ships by free labour caused some of the strikers 
and their sympathisers to resort to violence. At a conference of 
both parties concerned, the employers proposed that work should 
be resumed on the old conditions. They promised that there 
should be no victimisation, but declined t6 recognise the former 
agreement, because it had been broken by the unionists, and 
there was no guarantee it would be kept in the future. The 
workers rejected these proposals on the following day, whereupon 
the employers further offered to enter into an agreement under 
the Arbitration Act, on the basis of the wages then paid, if the 
men would resume work and form a fresh organisation. On 
the 26th more acts of violence were committed. It was now felt 
by the Government that the police force was not sufficiently 
numerous to maintain order, and the Commissioner of Police 
decided to enrol special constables. Labour Day, the 27th, was 
regarded as a general holiday. The burning question on Tues- 
day, the 28th, was whether the strikers would allow the tranship- 
ment of the North Island horses entered for the New Zealand 
Cup Eace Meeting at Christchurch. At a meeting of fifteen 
Ihindred strikers called for the purpose, it was eventually decided 
to allow the horses to proceed. ^ 
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In the evening representatives of the employers and employees 
met in conference under the presidency of th^ Prime Minister, 
the Hon. W. F. Massey. The employers submitted pr&posals 
for the settlement of the dispute on the lines of their offers of 
October 24th and 26th, In addition, the Prime Minister sug- 
gested that Sir Joshua Williams, an eminent judg« of the 
Supreme Court, should be asked to arbitrate. 

The representatives of the workers, however, asked for an 
unconditional reinstatement of the late agreement. The em- 
ployers would not. accept this suggestion, as there was no 
guarantee given beyond a verbal statement by the representative 
of the union that the agreement would be carried out in its en- 
tirety. The other proposals proved equally unacceptable. 

The conference was, therefore, unsuccessful. Up to this point 
neither the United Federation of Labour nor the Employers* 
Federation had taken any official part ifi the negotiations. The 
dispute so far had been between the Wellington Waterside 
Workers’ Union and the Shipping Companies, whose proposals 
involved more than the resumptidh of work under the old agree- 
ment. At this* juncture the local union gave place to the United 
Federation of Labour and the shipping companies to the Em- 
ployers’ Federation. On Wednesday, October 29th, the trouble 
began to spread; for on that day the Auckland and Westport 
watersiders came out in sympathy. On Thursday the appearance 
in the Wellington streets of the newly sworn-in special constables 
was the signal for some further rioting by the strikers and their 
friends. A strike of all the watersiders in the Dominion was now 
ordered, and the Lyttelton men followed the course of their 
Auckland comrades. On Friday more “specials” arrived in 
Wellington, and the city began to assume a military appearance. 
The Otago waterside-workers and the miners in the State coal- 
mines responded to the call for a sympathetic strike. Shipping 
was now at a standstill in the four chief New Zealand ports.^ 

November was ushered in at Wellington by the parading of 
the Permanent Force armed with rifles, bayonets, and a machine 
gun. On Sunday, November 21st, delegates from the United 
Federation of Labour waited on the Prime Minister and the 
Leader of the Opposition, Sir Joseph Ward, to urge the calling 
together of another conference. They* said they would accept the 
extension of the old Dominion agreement over a certain period 

^ The chief New Zealand ports are ; Wellington, Auckland, Lyttelton (port of 
Christchurch), Dunedin, and Fort Chalmers, Napier, The Bluff, Timaru, Gisborne, 
and Westport and Greymouth for coal. 
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with a penalty for stoppage of w^ork. As this proposal made by the 
United Federation of Labour was practically the same as a 
1 previous proposal which had been made to the Waterside- 
Workers’ Union by the shipping companies, and had been rejected 
by that body because it had no authority to accept it, the prospects 
of settlement were considered hopeful. The conference com- 
menced the following day, when the Prime Minister presided over 
seven representatives of the employers and seven representatives of 
the United Federation of Labour. The employers insisted on the 
registration under the Act of any agreement arrived at. The 
labour representatives refused to be bound by thi^ condition, 
declaring that they could not guarantee registration, and that the 
feeling of the waterside workers was .strongly against such action. 
The conference was, therefore, futile. The principle at stake 
between the parties had now become whether or not there should 
be compulsory registration under the Act. “Starvation or Arbi- 
tration ” was the phrase in which the federationists described the 
issue placed before them by the employers. 

After the conference the ^ employers issued a manifesto, in 
which they stated their refusal to deal with any organisation not 
registered under the Act, and called on free labour to work cargo 
at the wharves. The Prime Minister announced that the neces- 
sary protection would be afforded to persons “lawfully carrying 
on their business.” Meanwhile, the miners on the West Coast 
came out in sympathy, and other unions began to make threats of 
following their example. On Wednesday. November 5th, a thou- 
sand “specials” riding to protect the shipping of racehorses at 
Wellington, were assailed by a multitude of strikers and strike 
sympathisers, and many skirmishes took place, the chief weapons 
being batons on the one side and road metal on the other. 

Sir Joseph Ward now stated in a letter to the Prime Minister 
that it was time Parliament should interfere in the dispute in the 
interests of the country. The Hon. W. P\ Massey replied that 
the Cabinet was considering the advisableness of introducing 
special legislation. On Thursday the Wellington “free labourers ” 
formed themselves into a union and registered under the Act. The 
United Federation of Labour called out the colliers of the 
Dominion ; but by this time almost the whole of them had come 
out on strike in sympathy .c 

The attitude of the men’s strike committee now was that it 
would have nothing to do with the Arbitration Act, but would be 
quite willing to accept legislation empowering an agreement by 
Stipendiary Magistrate’s Court proceedings. A conciliatory spirtt 
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now pervaded both parties and an early settlement was hoped 
for. The Conciliation Commissioner of the Wellington district 
urged on both parties that the watersiders’ agreement should be 
made national for a term of years, that it should be filed in the 
Arbitration Court, utilising the machinery of the Arbitration Act 
for its enforcement, without the necessity for registration or going 
before the Court for variation of agreement. The Government 
approved this, and promised the necessary legislation. Kong of 
these schemes was acceptable to both parties. 

On Saturday the “specials” took possession of the waterfront 
at Auckland, and this was the signal for what was practically 
a general strike in that city. It had been estimated that six 
thousand men. ceased work, there ; the city hotels were closed ; 
the trams stopped running on account of the shortage of coal ; 
and many business places were temporarily closed. 

• 

VI. The Attempted General Strike. 

On that day terms of peace, proposed by the Waterside 
Workers as the basis of another conference, had been rejected by 
the Wellington •Citizens’ Defence Commit {^ee, which insisted upon 
the registration of anions under the Industrial Conciliation and 
Arbitration Act. This rejection caused the United Federation 
of Labour to resort to retaliatory measures. On Monday, 10th 
November, the order for a general strike was despatched to all 
unions in Wellington, Christchurch, and Dunedin. It read : 
“In view of 4he gigantic conspiracy to smash organised labour, 
and the life and death struggle throughout New Zealand in order 
to preserve unionism against armed blacklegism, we call upon 
your union to make it a common cause, by refusing to work till 
the armed scabs leave the city. Auckland is magnificently solid. 
Will you follow? Labour’s defeat means Labour’s annihila- 
tion.” 

Moderate labour leaders did not approve the action of the 
Federation. One of these went so far as to say that the Federation 
leaders were fighting for their lives, and were using the unions 
as pawns in the game. The Wellington Citizens’ Defence Com- 
mittee issued a statement declaring no surrender and no treaty 
with the Federation. The New Zealand Farmers’ Union 
announced that the farmers would see* the strike through at any 
cost. Fourteen unions consisting of nearly 10,000 members were 
already out at Auckland, so that a state of general strike existed 
in that city. The Strike Committee at Christchurch replied that 
it would be a calamity to call a general strike there ; the order 
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should be given only wheij special constables and “ scab ’’ labour 
were brought in. The Dunedin unions were lukewarm. Alto- 
gethef four unions out of fifty-three responded to the appeal. 

The industrial trouble took another turn on Tuesday, 11th 
November, when four prominent labour leaders were arrested 
an charges of having used language calculated to cause a breach 
of the peace. Another attempt was made to induce the parties 
to consider proposals for a settlement ; but the employers refused 
to recognise the United Federation of Labour, and the deadlock 
continued. A warm debate on the situation took place in Par- 
liament during which the Leader of the Opposition urged that 
special legislation shoul4 be introduced to end dhe strike. He 
suggested that a short bill, providing that no strike or lock-out 
should be made without a secret ballot conducted by an outside 
tribunal, with scrutineers selected by the union, whether of em- 
ployers or emploj^ees, should be introduced by the Government ; 
the standing orders should be suspended, and members asked to 
put it through in one session. The Wellington Waterside 
Workers’ Union should then take a ballot amongst its members. 
The Prime Minister, however, was not so optimistic about the 
effectiveness of legislation, and declined the proposal. He said 
that no legislation in the world would make men work if they 
did not want to work, and none would compel employers to 
employ men if they did not want to employ those men. 

Except for the arrest of two more leaders on charges of sedi- 
tion, Wednesday was an uneventful day. By Thursday, matters 
had become quieter, and there were signs of the strike weakening. 
The Nelson farmers had already opened their port. Goods were 
now carted from the wharves through the city of Wellington 
without disorder. The drivers began to return to work. The 
shearers decided not to go out. Some unions at Auckland re- 
sumed work. From this city a petition was sent to the Prime 
Minister by three hundred shopkeepers and business men, asking 
him to bring pressure on the Employers* Association and “not to 
allow their stubbornness to ruin our trade.” They stated that 
business in Auckland was paralysed. It was reported on Friday 
that the membership of the new Wellington Watersiders’ Union 
had increased to nearly six hundred, and that twenty-two ships 
were being worked there.. The large forces of special constables 
sworn in at Wellington and Auckland to preserve order and to 
enable the shipping companies and merchants to proceed with 
their work, now numbered over 3,000 men, and were costing the 
country more than £4,000 a day.” The National Executjye" 
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of the United Labour Party issued a manifesto strongly 
opposing the call for a general strike made by the United 
Federation of L8||>our a few 'days previously, and iftging 
its members not to come out. It regarded the strike as 
an injury to the cause of labour. Preparations were now made 
for the opening of the wharves at Dunedin, where the strike at 
no time got a firm hold. On the same day, the Christchmeh 
Citizens’ Committee, voicing the opinions of the Employees’ 
Federation, informed the Lyttelton Waterside Workers’ Union 
of its determination to work the port at the beginning of the 
next week, and advised the union to register under the Act. This 
ultimatum of the employers was rejected on the following day 
by the workers, and the former made their plans for the com- 
mencement of shipping operations. It was not till a week later, 
however, that the port was reopened. 

Monday, 17th November, saw the registration under the Act 
of a new Lyttelton Waterside V/orkers’ Union. The labour 
leaders in Christchurch promised that if special constables were 
not sworn in, the strikers would refrain from molesting the 
“free” labourerl^. The men, however, could not be restrained 
from creating disorder on Tuesday, and immediately the call went 
forth for the swearing in of the “specials.” It was also an- 
nounced that work was proceeding busily on the harbour front 
at Auckland, and, although five thousand men were still on 
strike there and another thousand involuntarily idle, yet the end 
was thought tp be near. At Wellington, too, the wharves were 
busy, and the “Athenic,” fully loaded by the new unionists, 
sailed for London amidst great enthusiasm. Work began to pro- 
ceed peacefully with arbitrationists’ labour at Dunedin. Thence 
came the announcement that the Strike Committee and the 
Eelief Committee of the labour unions in that city had favourably 
received a proposal made by a unionist that the dispute should 
be referred unreservedly to Sir Joshua Williams, in order that a 
settlement might be arrived at, either as affecting Dunedin only 
or the whole Dominion. On Wednesday, minor disturbances in 
Wellington and Auckland were promptly suppressed by the 
“specials,” and in the former town the hotels were closed. The 
arrested leaders were further remanded. The wharves were 
busily working in Auckland, Dunedin, and Wellington. Twenty- 
four steamers were being loaded or unloaded at the last-named 
port, and. the membership of the new union there numbered 
nearly a thousand. A suggestion was made in Wellington that 
the strike could be ended by officially holding a secret ballot of 
VOL. 94.— VOL. XXIV. o 
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all the unions in New Zealand, to decide whether the unionists 
should register under the Arbitration Act, and it was stated that 
the ^trike Committee would be quite prepared to abide by the 
result of such a ballot. * 

On Thursday all the ports except Lyttelton were busy. Men 
in all trades were returning to work in Auckland, and it was 
estimated that fourteen hundred more men were working there 
than on Monday. A large camp of “specials was being formed 
at Christchurch, to assist in the opening of the port during the 
following week. On Friday the Christchurch Drivers* Union de- 
cided to stop work on the following Monday. The Central Strike 
Committee now despatched a cablegram to the Australian 
Workers’ Union appealing for help and, in addition, sent two 
of its members to Sydney. On Saturday the Strike Committee 
at Auckland declared the general strike to be off in that city, 
with the exception of tfce transport section comprising the seamen, 
watersiders, carters, and tramwaymen. It should be remembered 
that many new watersiders were working in the Arbitration 
Union. 

A large meeting of Christchurch citizens pa^ssed a resolution 
to the effect that the Government should be requested to intro- 
duce legislation to end the crisis. 

The Conciliation Commissioner in Wellington made certain 
suggestions to the Prime Minister for the settlement of the strike 
difficulty, which were understood to be agreeable to the strikers; 
but the Employers’ Association in their reply to the Prime 
Minister said that they could not be considdSred as a basis 
for settlement. The position at the end of this week appeared 
to be that, except for the miners, the strike was practically broken 
in Auckland, Wellington, and Dunedin, and that Christchurch 
was to be the storm-centre the following week ; the Australian 
watersiders were showing signs of restlessness, and there seemed 
to be some danger of an inter-colonial maritime strike. 

On Monday, 24th November, the Christchurch drivers came 
out on strike, and violent conduct by some of the miners was 
reported from the West Coast. A large body of the miners who 
had struck at the Blackball and State Collieries marched to 
Brunner and caused the non-strikers there to “down tools ’’ to the 
strain of the “Bed Flag.’* Two events gave interest to Tuesday’s 
proceedings. These were the formation of a new Christchurch 
Drivers* Union registered under the Act, and the opening of the 
port of Lyttelton by “free labour” under the protection of 
** specials.” It was reported that there were only three unions 
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on strike in Auckland. A conference of representatives of the 
Australasian Federation of Labour and of the Transport Union 
was opened in Sydney » and by many this was regarded as herald- 
ing more widespread trouble. On Wednesday the strike of the 
Christchurch drivers had almost fizzled out, and work was pro- 
ceeding bi’iskly at Lyttelton. Sir Joseph Ward suggested in 
Parliament that Sir J oshua Williams should be asked, to deal 
with the industrial dispute. Since Mr. Massey made the same 
proposal at the Conference of October 28th, the attitude of the 
two parties towards it had become reversed. The United Federa- 
tion of Labour now favoured arbitration, and expressed its 
willingness to accept the eminent judge's decision as binding; 
but the Employers* Federati 9 n refused to entertain the proposal, 
on the grounds that the time had gone by for further negotia- 
tions ; that work at the ports was progressing in a manner com- 
pletely satisfactory to the employers ; and that they had no 
intention whatever of entering into agreements, arrangements 
or understandings of any sort whatsoever that would in any way 
place them in such position as w^uld in any degree prejudice 
their relations with the thousands of unionists then at work in 
the ports, to whom they were by that time morally and legally 
committed. They further refused to meet, negotiate, treat, or 
confer with the Labour Federation or any representative of it. 
New Zealand shipping was now held up in Sydney, and the 
attitude of the Australian seamen was causing considerable 
anxiety. On Saturday a long and secret conference of transport 
and other unions was held at Sydney under the presidency of 
Hon. W. M. Hughes, an Australian labour leader, to consider 
their attitude towards the New Zealand trouble. The conference, 
which represented over 200,000 workers, adjourned till Monday. 
Towards the end of this week the four chief New Zealand ports 
were almost fully manned by arbitration labour, shipping opera- 
tions were carried on briskly, more strikers returned to work, 
and the end of the strike seemed in sight. 

On Monday, 1st December, the coal miners at Huntly de- 
clined the mineowners* invitation to return to work. A sugges- 
tion was made that the farmers should be called upon to open 
the mines, as they had opened the waterfront. Six Dunedin 
strike leaders, who had been arrested on charges of intimidation, 
were bound over to keep the peace. The Christchurch Drivers’ 
Union decided to call the drivers out again, an appeal also being 
made to other unions for co-operation. The conference of Sydney 
unionists was continued, and was again adjourned. On Tuesday 

0 2 
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a very poor response was made to the appeal of the Christchurch 
drivers for another strike. The Australian workers now attempted 
to bring pressure to bear on the parties in New Zealand, in 
accordance with the policy framed by the big Labour Conference. 
The Sydney waterside workers decided to refuse to handle cargo 
to or from New Zealand, but not to interfere with the U.S.S. 
Co.’s Australian coastal trade. The conference, through Mr. 
Hughes, cabled a long and earnest appeal to the employers’ 
organisation at Wellington strongly urging that the whole dispute 
should be referred to Judge Williams, or to some other acceptable 
arbitrator, ’^^hose decision should be final on all points, including 
the employment of labour. On Wednesday the Sydney watersiders, 
in spite of the ukase of the conference of unionists, that the boycott 
should extend to vessels engaged only in the New Zealand trade, 
applied it to all vessels owned by the Union Company. At the 
same time the Federated Seamen’s Union of Australia decided 
not to handle any New Zealand cargo. The Employers’, 
Farmers’, and Citizens’ Defence Committee at Wellington issued 
a manifesto, strongly condemnatory of the United Federation of 
Labour, and stating that the Committee had collectively and 
individually pledged itself to the elimination of the Federation, 
its officers and representatives from any negotiations with unions 
of workers. It declared that the employers’ relations with un- 
registered unions, especially with such unions as had been 
affiliated with the Federation, had been conspicuous for the 
frequency with which the workers had broken their agreements, 
and also for friction arising out of the interpretation by the 
workers’ representatives of agreements, when such had been 
nominally observed. The experience of employers during the 
last ten years with unions affiliated with the United Federation 
of Labour had fully justified them in regarding that body as 
identical with the Independent Workers of the World, with which 
it professedly had so much in common. The employers said that 
they could not treat with an organisation of such a frankly hostile 
character. On Thursday, the Wellington Employers’ Com- 
mittee, after consulting with other associations of employers,^ 
cabled to Mr. Hughes declining arbitration. “There is nothing 
left for arbitration,” the Committee stated, “as the employers 
know of no grievances that are standing in the way of the strikers 
Joining the new unions.” On the same day the president of the 
United Federation of Labour was sentenced to three months’ 
imprisonment on a charge of inciting to violence. From Dunedin 
came the report that it was very likely that Sir Joshua Williams 
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would be asked to arbitrate on the trouble between the seamen 
and the shipowners. It appeared that all that was required to 
effect a settlement was a third party as arbiter. 

The trouble now began to spread in Australia, for the 
Federated Waterside Workers’ Union at Brisbane notified the 
shipping companies that it did not intend handling any crrgo to 
or from New Zealand. On Saturday Mr. Hughes, in a cattle to 
the Prime Minister, expressed the hope that he would use every 
influence to persuade the New Zealand employers to accept arbi- 
tration in the existing dispute. The chairman of the Wellington 
Employers’ Defence Committee stated in reply to another cable- 
gram from Mr. Hughes, that the Committee was unable to con- 
sider anything in the directiorr of the advice tendered to submit the 
dispute to arbitration. The secretary of the United Federation of 
Labour gave the assurance that the unionists would loyally abide 
by the decision of the arbitrator, were the dispute submitted as 
suggested. 

On Monday, 8th December, Mr. Hughes succeeded in inducing 
the Sydney waterside workers to a*bandon their defiance of the 
Labour Conference’s decision with regard to the U.S.S. Co.’s 
steamers. This meant that the men would now handle cargo on 
all vessels except those engaged in the New Zealand trade. On 
Thursday Mr. Massey stated in the House of Eepresentatives that 
it would be impossible to effect a settlement by arbitration or 
legislation. 

On Friday, 4he important question whether a union registered 
under the Industrial Conciliation and Arbitration Act and not 
under the Trade-Unions Act can give a part of its funds for the 
aid of the families of men who are on strike, the men not being 
co-workers in any sense in the same industry as that of the 
registered union, was decided by the Chief Justice, Sir Kobert 
Stout. The Union concerned was the Wellington Typographical 
Union, which some time before had made a vote of £100 to the 
waterside workers’ strike fund. The question at issue was 
answered by the Chief Justice as follows : — (a) It is not lawful 
for the defendant union to apply any of its funds for the purpose 
of assisting the unions mentioned in the proceedings or their 
dependents, while the members of those unions are engaged in 
a strike, (b) The union cannot make levie*s on its members for that 
purpose. In the course of his judgment, his Honour said the union 
must be one for the purpose of protecting or of furthering the 
interests of workers in connection with the special industry of 
printing. It was not a general benevolent society, and it was 
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not formed for the purpose of aiding workers in other industries. 
It might be that it could assist even those on strike if they were 
printers or engaged in the same branch of the printing industry, 
as Buie 15 provides, but, in his opinion, there being nothing 
in the statute enabling a union to assist workers on strike, at 
all events, outside the industr}^ to which members of the union 
belonged, it could not be implied that it had that power. Mr. 
Justice Chapman concurred in the judgment. 

On Saturday Parliament passed the Labour Disputes Inves- 
tigation Bill, with the object of diminishing the number of strikes 
in the future. The provisions of the bill apply equally to em- 
ployers and workers, whether associated under registered bodies 
or not. If a dispute arises, notice ihust be given* to the Minister 
of Labour, and any action by way of strike or lock-out must be 
withheld until a Labour Dispute Committee, consisting of from 
three to seven representatives of each of the two parties con- 
cerned, has publicly investigated the merits of the affair. The 
Committee will submit recommendations to the Minister and the 
parties. Public opinion is tfien enlightened on the whole ques- 
tion, and if a strike or lock-out follows (a secret ballot of workers 
being a necessary preliminary to a strike), public sympathy, a 
valuable asset, goes to the more deserving side. The maximum 
penalties for a breach of any clauses are, in the case of workers 
£10, employers £500, industrial unions of workers or employers 
£1,000, or £10 per member, whichever is the smaller. On 
Monday, 15th December, Parliament voted £100,000 to defray 
state expenditure in connection with the strike. Tuesday was the 
fifth day on which the oflScials of the United Federation of Labour 
had sat in conference, and, as no public announcement had been 
made, the strikers and those who were working but paying strike 
levies began to grow impatient. Eepresentatives of the seamen 
and the shipowners now conferred, but the meeting was ad- 
journed till the following day. On Thursday, Greymouth 
was peacefully reopened. So far, no public announcement 
had been issued by the conference of delegates from the 
United Federation of Labour. The Dunedin seamen ac- 
cepted terms arrived at between the representatives of the 
seamen and the shipping companies in Wellington, and 
decided to register under the Arbitration Act and to return to 
work. The directors of the U.S.S. Co., as a practical manifesta- 
tion of their appreciation, granted a bonus of one month's salary 
to its faithful employees. 

The situation was considerably relieved on Friday, Wth 
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December , by the strike of the seamen and firemen being declared 
off, terms of agreement being accepted by the seamen and ship- 
owners, and signed by representatives of the Federated Seamen’s 
Union of Australasia on the one hand and by representatives of 
the Union Steamship Company and of the New Zealand Ship- 
ovmers’ Federation on the other. 

In consequence of a cable having been received in Sydney 
officially notifying that the strike had been declared off in New 
Zealand, the Conference of Unions adopted a resolution asking all 
delegates to inform the various unions and branches that the 
strike had been declared off by the New Zealand Federation, 
and that the enibargo on New Zealand trade on the part of the 
Australian unionists had consequently been withdrawn. On 
Saturday, an official declaration by the Federation of Labour 
stated that the conference of delegates from the various strike 
centres, together with the Executive of ftie Federation, had de- 
cided that, in the interests of those most closely concerned, it 
was wisest to call the strike off as from December 20th, for all 
engaged with the exception of mhiers. “So far as the miners 
are concerned,’^ said the statement, “we are but awaiting a con- 
ference with the mineowners and the miners’ representatives to 
discuss matters relating to that industry.” 

VII. General Remarks. 

It is very difficult to come to definite conclusions on the merits 
of the recent strike, while the dust of the conflict is still in the 
air and a great part of its history necessarily secret. We can 
offer here only a few provisional remarks. 

Labour unrest at the present time is not peculiar to the 
Dominion of New Zealand. Dissatisfaction with the conditions 
of work has been a mark of the entire industrial world during 
the last few years, and is largely due to the tendency of real 
wages to fall owing to the rise of prices, to the conviction of the 
workers and their leaders that they do not get their full share 
of the advantages of material progress, to the rising standard of 
comfort during the last decade of the past century, to the desire 
for a still higher standard, and to the possibility of the broader 
and more diverse life which education and the diffusion of general 
knowledge have brought within the horizon of the working classes. 
It is noteworthy, however, that the burning question in this 
particular dispute did not refer to wages. It is true that the 
strike of the Wellington shipwrights for higher rates of pay was 
the match which kindled the industrial blaze ; but this demand 
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was altogether lost sight of when the point at issue became 
whether agreements should be respected, and whether there 
shou^ be compulsory registration under the Arbitration Act. 

It is not possible to place the blame for the trouble wholly 
on one party ; for a lack of the spirit of ‘‘ sweet reasonableness ** 
was shown by both sides. When the Federation of Labour was 
first formed among the miners, its leaders began to instil revolu- 
tionary ideas into the workers. On tTanuary 17th, 1912, a few 
days after the signing of the waterside workers’ agreement, the 
secretary of the Federation gave expression to the following views 
on the observance of agreements : “Every agreement entered into 
is not binding upon you for a single instant ; no, not if it was 
signed by a thousand officials and ratified by a dozen courts. The 
agreement is not sacred. Only a fool would regard it as such. 
The moment an opportunity occurs to better your condition, 
break your agreement break it whenever it will pay you to do 
so. If necessary, let us toss every agreement to hell.” There 
is little wonder, then, that after the expression of opinions such 
as these, the employers regarded the Arbitration Act with in- 
creased favour, and in the recent struggle insisted on the strikers 
registering themselves in a union under this Act as a condition 
of readmittance to w^ork. The strike might, therefore, be re- 
garded as the culmination of recent developments affecting the 
extreme labour section and the employers — both recognised that 
in a short time there must be a trial of strength. When the 
Wellington watersiders violated their agreement, the employers 
adopted a firm attitude, and forced the conflict af a time when 
trade was slack, the busy export season having not yet com- 
menced, and victory appeared certain. It is a matter for great 
regret that the issue was not settled at an early stage in the dis- 
pute. If each party had been possessed of a conciliatory spirit, 
serious industrial disorganisation would not have occurred. The 
people of the Dominion regret that the Prime Minister was unable 
to bring the parties to an agreement when he presided at their 
Conference. By their insistence on compulsory registration 
under the Arbitration Act, the employers were responsible for 
the prolongation of the dispute ; but it may be that their un- 
bending attitude and their immediate victory on this point will 
make the workers generally less willing to entrust their affairs 
to men whose views are as extreme and methods as violent as 
those of the leaders of the Federation of Labour. 

Up to 22nd October, the bone of contention had been the con- 
ditions of work of the Wellington shipwrights, and as negotja- 
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tions had been carried on since April, the men had reason for 
attempting to bring matters to a finality. When on that day, 
the waterside workers came out on strike in sympathy with the 
shipwrights, the question became whether agreements not regis- 
tered under the Arbitration Act should be regarded as binding. 
The workers made light of the agreement ; but the employers 
were determined to make the keeping of it the main condiaon 
on whicn the strikers should be allowed to resume work. Until 
the rejection of the employers’ proposals for settlement on 28th 
October, the shipping companies had tried to get either the 
registration of the waterside workers union under the Arbitration 
Act or the reinstatement of the agreement with a provision for 
the infliction of p penalty if Clause 28 were broken, and they 
had even been prepared to submit the whole matter to the arbitra- 
ment of Sir Joshua Williams. After the failure of these negotia- 
tions, the dispute widened from one •between the shipping 
companies and the waterside workers to one between the Em- 
ployers’ Federation and the United Federation of Labour, and 
the bone of contention became whether there should be com- 
pulsory registration of unions under the Arbitration Act with the 
statutory punishment of a strike or a lock-out. Both parties now 
recognised that the fight must be fought to the bitter end ; for 
the spirit of conciliation was lacking on both sides, owing to the 
aims and objects of the two organisations being in complete 
opposition. 

It is interesting to observe the attitude of the combatants to 
the question of the submission of the dispute to arbitration. Up 
to 28th October, the shipping companies had favoured, and the 
workers had opposed, this course. When, later on, the struggle 
appeared to be going against the United Federation of Labour, 
the Executive of that body expressed its willingness to accept 
arbitration; but, although the conference of unionists at Sydney 
tried to force the New Zealand employers into referring the matter 
to arbitration, the employers peremptorily refused. They did 
this in spite of the fact that their refusal made an intercolonial 
Maritime Strike seem imminent. They insisted on registration 
under the Arbitration Act, and the conflict ended with the defeat 
of the United Federation of Labour. 

The failure of the strike was in. great part due to public 
sympathy being against the workers’ action, owing to the violent 
speech and extreme action of the leaders of the United Federation 
of Labour, to their doctrine of non-observance of contracts, and 
to the United Federation pitting itself against the employers 
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and the community in the government of industrial conditions. 
The employers and a very large section of the community also 
resented the Australian intervention ; but that action shows that 
in the future the relation of workers in other countries may have 
to be seriously considered when a dispute arises. 

The victory of the employers has been of considerable educa* 
tional value to the workers. It has made them realise, as they 
have not done before, the direction that a section of the labour 
movement has been taking during the last few years, and it has 
reaffirmed many of the old and commonplace lessons of strikes. 
When the United Federation of Labour was formed, many 
workers believed that the objects of that organisttition would soon 
be realised ; the promise of new things appealed to their latent 
discontent. The struggle may lead them to see that the general 
strike tends by paralysing industry to diminish the source from 
which wages are drawn* and that at present it is a weapon with 
a very dangerous recoil. 

One fact that has been made clear is that if a strike policy 
is to have any chance of succesb, the workers must choose leaders 
of sound character, of sagacity, and of ability for generalship and 
organisation ; that they must have complete confidence in these 
leaders ; that they must give implicit obedience to their leaders’ 
commands, thus sinking their individuality in their unions and 
making their conditions one of status rather than of contract ; 
that they must be perfectly organised ; that the time and manner 
of striking must be carefully chosen; and, above #all, that they 
must have public opinion in their favour. 

The strike has shown how a dispute between a small section 
of the community can grow till it dislocates the trade of the 
whole Dominion. To many it seems a fatal defect that there is 
no representative on the Arbitration Court to safeguard the in- 
terests of the community as a whole, and that no provision was 
made for such representative or representatives on the labour 
dispute committees that will be set up under the Labour Disputes 
Investigation Act which came into operation on January 1st, 
1914. 

A comparison of the 1913 strike with that of 1890 is instruc- 
tive. For some time previous to both, there were signs that the 
unions, in 1890 encouraged by the success of the dockers’ strike 
in London, and in 1913 by the general advance of the federation 
movement and the revolutionary teaching of their leaders, were 
pursuing a course of action which must sooner or later produce a 
conflict with the employers. Mr. Charlewood has stated (TPIhb 
Economic Joxjenal, Vol, I., p. 715) that it was difficult to avoid 
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the conviction that the strike of 1890, far from being brought 
about by an attempt on the part of capital to crush labour, was 
exactly the reverse. When the 1913 struggle grew into a* battle 
between the two great federations, it was clear that the employers 
were determined to defeat the United Federation of Labour at 
rmy cost, and they did it. It must, however, always be remem- 
bered that the Federation represents only the extreme wing of 
the labour movement ; and it is by no means clear that it has 
been crushed as an organisation. 

It is noteworthy that the two struggles were carried on at 
the time most disadvantageous to labour. In 1890, the time 
chosen was the commencement of our summer, when a coal 
famine, one Of the chief weapons in the hands of the workers 
was least to be feared, and the harvest being two months off, 
the country hands were able to pour down to the ports, where the 
nominal wages to be earned were such a revelation to them, 
that one result of the strike was a permanent transfer of workers 
from the country to the ports and vice versd. In 1913, the con- 
ditions were much the same. The strike commenced in early 
summer, the cfemand for domestic coal was slack, the farmers and 
their labourers were able to come to assist in the opening of the 
ports before the export season commenced, and present indi- 
cations are that many of the farm and casual hands will make 
their temporary positions permanent. 

In the 1890 strike a considerable section of the strikers was 
unable to as»ign any definite cause for the strike. In 1913, the 
original causes were lost sight of in the wider questions, which had 
to be settled as the strike area extended. In the end the point 
at issue was the definition and assertion of the authority of the 
two organisations. 

The strike of 1890 began in Australia, and, while the struggle 
was going on there, it was the policy of the labour party in New 
Zealand to help their brethren in Australia. This could be done 
only by keeping their own hands free. Instead of doing this 
they began a quarrel with the Union Steamship Company, which 
almost immediately brought them face to face with the whole 
of the employers of the Dominion. In 1913, the strike began in, 
and was almost solely confined to, New Zealand, although at a 
late stage in the dispute the unions of the Commonwealth at- 
tempted to force the employers into compulsory arbitration by 
boycotting all New Zealand goods. A word of praise is due to 
the Australian labour leaders for the manner in which they held 
in check the more impetuous cksses of workers, and so preserved 
industrial peace in the Commonwealth, 
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Both strikes have shown that in any conflict the probability 
of supplies being obtained from other countries in the circle of 
international trade has to be considered. In 1890, supplies of 
coal came from Cardiff and Japan, and in 1913 from Japan and 
South Africa. 

The labour party has been praised for the orderliness with 
which it conducted the 1890 strike. Similar praise can also be 
given to most of the strikers in 1913 ; but there were scenes of 
violence, and public opinion supported the Goveraament in the 
vigorous steps it took by swearing in special constables to assist 
in maintaining public order. The majority of the people of the 
Dominion do not regret that the magistrates closed the hotels 
at the critical stages of the strike. . 

At present it is not possible to say what the cost of the strike 
has been ; but some of the estimates made are worth noting. On 
13th November, it waif stated that the special constables in 
Auckland were costing the country over £2,000 per day. On 
24th November, it was estimated that the loss in wages in 
Auckland alone since the beginning of the trouble was over 
£46,000. On 26th November, Sir Joseph Ward Mated that his 
estimate of the cost of the strike was a quarter of a million sterling 
weekly. On 12th December, it w^as announced that the strike 
was costing the Otago Harbour Board about £1,500 a week, and 
that the total loss to the Board would be about £10,000. On 
15th December, Parliament voted £100,000 to cover estimated 
strike expenditure. On 20th December, the Mayoi^of Auckland 
said that on a conservative estimate, Aiickland workers had lost 
about £60,000 in w^ages ; that business and shipping would show 
a shrinkage of £100,000 during the strike period; and that the 
province had lost at least £200,000 by the strike. One thing is 
certain ; when to the cost incurred by the State in the suppression 
of rioting, in the maintenance of law and order, and in the pre- 
servation of the right to work to those w^ho desired to work, are 
added the loss in wages on the part of the workers who threw 
up their employment, the loss in wages on the part of the workers 
who were thrown out of employment through the dislocation of 
trade, the loss in one way and another suffered by the importers, 
manufacturers, and producers, the loss of trade suffered by the 
retailers, and the loss to which householders were required to 
submit through the increased price of commodities, the sum total 
will be a very imposing amount. 

G. G. Hancox. 

J. Eight. 

CSBZSTCHUBOH, NeW ZbALAJSD. 

Jamtary 7, 1914 



THE DEPKECIATION OF BRITISH HOME 
INVESTMENTS. 


III. 

The accompanyiDg tables and diagram bring up to date those 
which appeared in the June numbers of the Journal in 1912 
and 1913. An additional line now appears in the diagram 
obtained from Professor Rist’s figures published m the Revue 
d’ Economic Politique. This line shows the average mean annual 
prices (reduced to years’ purchase of income) of six Obligations 
of great French railways, and it •affords a most interesting com- 
parison with that of the ten British railway debenture-stocks. 
While the comparison raises some new’ questions, it fully sup- 
ports the conclusions reached in the previous articles that since 
1896 British home investments have fallen exceptionally as com- 
pared w’ith similar foreign and colonial investments. In 1896 
British railway debenture-stocks were selling at much higher 
prices than the corresponding French stocks ; the lines crossed 
in 1908 ; and for the last six years the French stocks have been 
fetching higher prices than the British. The close approximation 
of this new line to that of British municipal stocks since 1903 is 
remarkable, and calls for more examination than is here possible. 
The noteworthy differences between the behaviour of the British 
and French railway stocks during the period 1875 to 1896 are 
probably due to political as well as economic causes, some of 
which are indicated in the diagram. The British railway ordinary 
line has now come down so close to that of the corresponding 
foreign and colonial investments as to be practically identical 
with it. The British municipal line has also again fallen con- 
siderably. The old line of foreign and colonial railway obliga- 
tions — D — D — has, for the third successive year, fallen; and 
though the corresponding British line — A — A — has fallen more 
rapidly (except in the last year), the fact certainly suggests that 
whatever may have been the special cause of the exceptional 
depression of British home investments since 1896 there is in 
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Tablx L— (Line A of Diagram). 

Divi^mds and Mean Prices. BRITISH RAILWAY DEBENTURE STOCKS. 


— 

1876, 

1^1* 

1886. 

1891, 

1896. 

1901. 

1906. 

1911. 

1912. 

1618. 

1. Caledonian . . . . 

4-00 

4-00 

4-00 

4-00 

4-00 

4-00 

4-00 

4:00 

4-00 

4-00 

104-00 

107-5 

116-2 

126-6 

156-9 

185-2 

121-2 

108-00 

104-0 

102-1 

2. Great Bastem . . | 

4-00 

4-00 

4-00 

4-00 

4-00 

4-00 

4-00 

4-00 

4-00 

4-00 

102-5 

112-2 

117-0 

127-5 

164-2 

181-0 

119-1 

106-2 

102-4 

99-5 

8. G|»at Northern . . ■[ 

4-00 

4-00 

4-00 

8-00 

8-00 

8-00 

8-00 

8-00 

8-00 

8-00 

105-2 

114-7 

120-5 

100-5 

119-1 

100-0 

92-0 

81-6 

78-8 

77*1 

4. Great Western . . 

4-00 

4-00 

4-00 

4-00 

4-00 

4 00 

4-00 

4-00 

4-00 

4-00 

106-2 

114-7 

121-0 

131 -9 

157-7 

184-0 

128-4 

109-6 

106-6 

108*5 

5. Lane, and York-/ 

4-00 

4-00 

4-00 

4-00 

8-00 

8-00 

8-00 

8-00 

8-00 

8-00 

shire . . . . \ 

105-2 

114-7 

118-0 

128-0 

119-7 

100-6 

91-8 

81-2 

78-8 

75-6 

6. L. and North ( 

4-00 

4.00 

4-00 

4-00 

8-00 

8-00 

8-00 

8-00 

8-00 

8-00 

Western .. \ 

105-7 

115-0 

121-7 

182-7 

119-9 

108-2 

95-8 

84-2 

80-9 

78-8 

7. L. and South / 

4-00 

4-00 

4-00 

8-00 

8-00 

8-00 

8-00 

8-00 

8-00 

8-00 

Western . . \ 

105-7 

116-5 

120-0 

100-2 

119-9 

101-8 

98-0 

81-9 

79-1 

76-7 

8. L. Brighton and/ 

4-50 

4-50 

4-60 

4-50 

4 60 

4-50 

4-50 

4-60 

4-50 

4*50 

South Coast . . \ 

114-0 

124-0 

180-5 

143-0 

178-7 

147-4 

138-0 ■ 

120-2 

116-0 

112-4 

(o) Manchester, f 











Sheffield and 1 
Lines . . . . J 

(a)4-50 

(6)4-00 

(6)4 -00 

(6)4-00 

(6)4-00 

(6)4-00 

(6)4-00 

(6)4.00 

(e)4*60 

(c)4'60 

9. (6) L. Tilbury and | 


107-5 




Southend . . 1 

118-0 

116-0 

123-0 

164-1 

180-6 

117-0 

106-1 

118-0 

110-0 

(e) Great Central V 











10. North British . . 

4-00 

4-00 

4-00 

4-00 

3-00 

8-00 

8-00 

3-00 

8-00 

8-00 

102-7 

107-9 

114-7 

124-6 

116-4 

100-0 

91-0 

80-6 

78-8 

76*1 

Av«r. (Dividend, % . . 

fvSffAn {Yield, % .. .. 

the ten Purchase 

4-10 

4-05 

4-05^ 

3-85 

8-55 

3-55 

8*55 

8-66 

8-60 

8-60 

100-82 

118-87 

119-56 

128*80 

189*16 

118-36 

107-78 

96-95 

98-74 

91-18 

8.17.1 

8.11.3 

8.7.9 

8.2.2 

2.11.0 

8.0.0 

8.5.7 

8.14.0 

8.16.8 

8.19.0 

25-9 

28-0 

29-5 

82-2 i 

89-2 

38-8 

80-8 

26-8 

26-0 

1 26-8 


The dividends are those paid durinif the year. 


Table II. — (Line B of Diagram). 

Dividends and Mean Prices. BRITISH MUNICIPAL SECURITIES. 



1896. 

1901. 

190(i. 

1911. 

' 1912. 

1918. 

1. Metropolitan Gonsoli- 







dated (1941) 3% stock... 
2. Birmingham Corporation 

121-75 

101*37 

93*76 

89*25 

87*66 

86*60 

(1947) 3% Stock 

3. Bristol Irredeemable 3}% 

114-00 

100-87 

91*87 

86*44 

83*60 

79*37 

Stock 

132-75 

114-25 

104*50 

97*76 

94-25 

89*66 

4. Cardiff (1935) 3i% Stock 

5. Glasgow Irredeemable 

122-31 

106*76 

101*37 

97-00 

96*00 

90-66 

34 % stock 

135-25 

118*76 

107*37* 

102-12 

100-00 

96-00 

6. Liverpool Irredeemable 







3i% Stock 

136-75 

117*76 

108*12 

100-.5C 

98-87 

98*62 

7. Manchester Irredeemable 







4% Stock 

151-12 

132*06 

123-66 

114-69 

111*76 

105*50 

8. Newcastle (1936) 3i% 







Stock 

121-37 

106*60 

101*26 

97-37 

95.76 

94*12 

9. Nottingham Irredeem- 







able 8% Stock 

117*12 

100*37 

90*44 

87*87 

86*44 

79*76 

10. Bradford (1945) 3J% Stock 

123*26 

109*31 

101*76 

97*76 

96*87 

1 93*19 

Average/Dividend,3*4%. Price 
of (Yield, per cent. ... 
the TenlYearfi' Purchase 

127*567 

2.13.4 

110*798 

31-4 

102*398 

3.6.6 

0 0 

94*999 

3.11.7 

90*717 

8.16.0 

87*5 

82*6 

30*1 

28*6 

27-9 

26*7 
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Tabub O of Biagrftm). 

Dimdmda amd Mean Prices, BRITISH RAILWAY ORDINARY STOCKS. 


1. Galedonian ^ 

3 . Great Badt#m 

3. Great Western 1 1 

4. Lancashire & Yorkshire-^ 

5. L. and North Western | 

6. L. and South Western | 

7. L. Brighton & 8c^ Coast I 

8. North East. “ Consols ^ 

9. North Staffordshire 

10. Taff Vale | 


Average 
of the ■ 
Ten 


Dividend, per cent. 
Price „ 

Yield . ,, 
Years’ Purchase 



The dividends are those paid during the year. 

Tabo: IV. — (Line D of Diagram). 

Dwidends cmd Mean Prices, FOREIGN AND COLONIAL RAILWAY 
OBLIGATIONS. 


1. Northern of France 3% 

Obligations .• 

2. Grand Russian (Nicolai) 

4% Bonds 

3. (a) Pennsylvania 

Gold Bonds I 

(d) Pennsylvania 4% Con. j 
Mort. Bonds J 

4. Chic. Mil. and St. Paul 

4% Gen. Mort. Bonds 

6. Buenos Ayres Gt. Southn. 
4% Deb. Stock 

6. Central Argentine 4% 

Deb. Stock 

7. Mexican Railway 6% 

Perp. Deb. Stock 

8. Nitrate Railways 6% 

let Mort. Bonds 

9. Canadian Pacific 4% Con. 

Deb. Stock 

10. Atlantic and St. Law- 
rence 6% Shares 


4e”f 1 I>ivid«iid,4-46%.Prioe 110-92 

the I Yield, cent. ... 4.0.8 

ten j Years* Purchase ... 24’9 



/ 40 

\ 981 
j 40 
\ 97*4 
/ 40 

\ 96-6 
/ 60 
\ 126-6 
/ 6-0 
1 106-7 
/ 4-0 

\ 98*0 
f 6-0 
\ 138-0 


106-67 

4.3.6 4.6.11 
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Table V. — (Line E of Diagram). 

Dividmds and Mean Prices* FOREIGN AND COLONIAL RAILWAY 
^ ORDINARY STOCKS AND SHARES. 



1896. 

1901. 

1906. 

1911. 

1912. 

1918. 

1. Canadian Pacific ...-1^ 

200 

5-00 

6-60 

10-00 

10-00 

10-00 ' 

68-06 

104-60 

184-94 

227-69 

268-62 

233-00 

2. Chicago, Milwaukee J 

4-00 

6-00 

7-00 

7-00 

6-00 

6-00 

* and St. Paul \ 

72-37 

71-31 

178-60 

122-94 

111-00 

109-62 

3. Illinois Central | 

6-00 

6-00 

7-00 

7-00 

7-00 

6-00 

93-69 

143-81 

179'81 

143-44 

134-62 

119-60 

4. New York, Cent, and/ 

4-00 

6-00 

6-25 

6-00 

5-00 

6-00 

Hudson’s River ...\ 

9606 

160-50 

145-12 

111-60 

116-81 

103-00 

5. Pennsylvania | 

6-00 

116-12 

6-00 

164-25 

6-50 

13912 

60p 

128-37 

6-00 

126-76 

6-00 

118-37 

6. Buenos Ayres Great/ 

6-50 

7-00 , 

7-00 

7-00^ 

7-00 

7-00 

Southern \ 

13012 

137-75 

133-69 

121-37 

125-25 

119-50 

7. Buenos Ayres Western | 

6-00 
120 62 

6-00 

104-69 

7-00 

131-12 

7-60 

128-37 

7-00 

127-19 

7-00 

119-00 

8. Central Argentine 

, 2-50 
64-25 

3-75 

66-87 

6-00 

115-87 

6-00 

107-44 

6-00 

107-31 

6-00 

106-19 

(a) Rio Claro San ? 







Q Paulo J 

(6) Great Western of | 

14-00 

14-00 

14-00 

13-50 

6-00 

6-00 

(a) 

(a) 

{a) 

(a) 

(^>) 

(b) 

Brazil ( 

231-87 

244-68 

262-50 

267-60 

106-31 

99-06 

10. San Paulo (Brazilian) | 

14-00 

195-62 

' 10-00 
161-50 

12-00 

207-19 

13-00 

209-66* 

13-00 

234-60 

14-00 

248-00 

Aver- ^Dividend, per cent. 

C-200 

6-876 

- 7-825 

8-200 

7-200 

7-200 

age of J Price „ 

117-878 

143-886 

167-786 

155-818 

144-736 

137-624 

the 1 Yield ,, 

Ten (.Years’ Purchase... 

6.5.2 

4.16.6 

4.13.3 

6.6.3 

4.19.6 

6.4.8 

19-0 

20-9 

21-4 

19-0 

20-1 

19-1 


The dividends are those paid in the year. 

c 

operation some other general cause which is now affecting foreign 
and colonial stocks similarly. 

Lord Milner, in his Birmingham address on October 8th last, 
dealt with the change which we also have been considering. It 
began, he said, to manifest itself “very gradually at first, but 
latterly with increasing force.” If we confine our attention to the 
foreign and colonial investments in the diagram, this seems to 
be a fairly accurate description of what has happened ; but cer- 
tainly it does not fit what our diagram shows to have been the 
fate of the British stocks. In their case the change came very 
suddenly, and its direction downwards has been both rapid and, 
as regards fixed-interest stocks, generally steady ever since. 

There would therefore seem to be ground for believing that 
there must be two causes at work : the one affecting British home 
investments exceptionally, and the other (of more recent appear- 
ance) affecting all, though to a lesser extent. 

Lord Milner draws attention to the sudden and gene^fal" 
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SOME BBITISH HOME INVESTMENTS COMPARED WITH SOME SIMILAR FOREIGN AND COLONIAL INVESTMENTS. 
Av&rage Mean Annual Prices (reduced to number of years* purciuLse of Dividends) ; see tables on pp, 206-208. 



210 


THE BCONOMIO JOTJENAL 


[JUNE 


development of the industrial resources of the world that is char- 
acterising the present century. He mentions Germany, Canada 
and the other self-governing Dominions of the British Empire, 
South America, Africa, Kussia, India, Japan, and “even China,” 
as alike needing capital for that purpose, and he crystallises the 
resultant economic movement — widely felt and likely to continue 
— by terming it a “scramble for capital.” 

It is impossible to doubt that Lord Milner has here put his 
finger on a fact demanding full consideration when dealing with 
the subject of these articles ; but, on the other hand, sufficient 
as it may be to explain a movement visible in many widely- 
separated markets, it does not seem itself adequate to account 
for the exceptional state of things in this country nor does it 
suggest that the previous articles require modification. With every 
effort to discover errors in the statements of fact, and flaws in 
such argument as has been based upon those statements, no such 
errors or flaws have been detected and the writer is confirmed 
in his hypothesis : that it is primarily to the exceptional industrial 
position of Great Britain th^at the exceptional' depression of her 
home investments is to be attributed. 

Almost wholly dependent as Great Britain’s industries are 
upon her limited mineral resources, the fact that other countries 
are in possession of superior mineral and other resources, which 
are being rapidly developed under favouring fiscal conditions, 
seems e'nough to account for much that has happened. As soon 
as that development reaches the point at which* the surplus pro- 
duction of protected industry can be sold in neutral markets, a 
country situated as Great Britain is can no longer command those 
markets, nor can she negotiate for a privileged position in any 
of them — or even for most-favoured-nation treatment in some 
of them. Her trading profits therefore tend to diminish, 
and her capital tries to find other and more profitable employ- 
ment. 

It now seems unquestioned that this critical point was reached 
about 1896. Competition then rendered neutral markets less 
profitable, and British capital has since gone abroad in consider- 
able quantities. 

The contemporaneous unrest and emigration of British labour 
are a natural consequence, and so is the high level of our exports. 
We can only export capital in the shape of goods, and the struggle 
to sell large quantities of goods in neutral and protected markets 
in the face of keen competition means, if it is to be successful, 
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comparatively low wages at home, producing dissatisfaction and 
consequent emigration of labour. , 

Finally, exceptional industrial competition, the growth of 
taxation, increased cost of living, and the withdrawal of capital 
from once-favoured home markets, make a combination of adverse 
influences which seems adequate to account for the exceptional 
depreciation of British home investments. 

A Stockbrokeb 



THE ELASTICITY OF DEMAND FOR WHEAT. 


The writer can remember, as a student, meeting with the 
“entropy ” as a mysterious abstraction, enshrined in the writings 
of Lord Kelvin and others, but whiph no one dreamed of vulgaris- 
ing by the attachment of numerical values. Now every engineer’s 
pocket-book contains tables of the entropy of different substances, 
and that most useful quantity is made available to the vulgar. 

Elasticity of demand, or of supply, as defined in theoretical 
writings on economics, is an equally important quantity ; but 
when, after hearing about curves of demand, the student comes 
with the question, “How are these curves obtained?” one has 
to confess that they are not obtained, but rest in the limbo of 
abstractions. It would seem, therefore, that the roughest attempt 
to measure a coefficient of elasticity would be better than none, 
and would serve to make the concept of more real use. The 
following is a first attempt at measuring the elasticity of demand 
for wheat. 

The coefficient of elasticity e is defined by 

g__i>^=_^dogs), 
qdp dfiogy)’ 

where p is the price of wheat and g is the supply, subject to 
constant conditions of demand. 

Now the supply fluctuates from year to year, according to 
the state of the crops ; in order to make the statistics of supply 
available, they must first be corrected for the annual change in 
demand. The whole civilised world may be treated as one market 
for wheat ; and the crop (recorded in Dombusch — the original is 
not available to me) I have taken from Layton’s Study of Prices, 
p. 144. It may be assumed, provisionally, that the demand is 
growing by a constant ^wrcentage each year (chiefly on account 
of growing population), so I put 

crop=g ■ 

where t is the time measured from a fixed date (1900 was chosep) 
and a is a constant. Accordingly , a table was prepared giving 
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the date and the logarithm of the crop for that year ; then the 
differences in the log. crop between t and t + 5, t + 1 and t + 6 
&c., were found. The mean of these differences was divided by 
6 and gave 0*0089 as result (common logs.). Next, differences 
for ten years were treated similarly, and gave O’OlOl ; and for 
fifteen-year intervals 0*0093. These three results accord suffi- 
ciently well to shov’ that the method is trustworthy : the 
mean of the three, 0*00943 multiplied by 2*3026 to reduce to 
Napierian logarithms, gives 0*0218= a, or, say, 2*2 per cent, per 
annum. This is the rate at which the consumption of wheat in 
the civilised world is growing. 

Next the crop numbers were divided bjr to reduce them 
to the standard -date 1900, and the values of q (or, rather, of log. 
q) averaged. The average between 1888 and 1911 inclusive gave 
log. g = 0*551 (in hundreds of millions of quarters). The in- 
dividual numbers fluctuated between 0*484 and 0*582. The median 
is 0*563, the quartiles 0*525 and 0*572, the series being very skew. 
The standard deviation 

= 00264 . 

Now, it may not be sufficiently true that the demand for 
wheat is growing by a steady percentage each year. If this is 
not the case there should be a difference between the values of 
q obtained for early and late years. This was tested, and it was 
found that the average for 1888 to 1899 was 0*549, and for 1900 
to 1911 0*553. #Thi8 trifling difference is probably accidental, and 
shows that the assumption of steady increase is justified. 

There remains, however, the possibility that the increase 
(2*2 per cent, per annum) is due partly to the demand becoming 
more (or less) intense, i.e., to a willingness to pay a steadily 
higher (or lower) price for wheat. This can only be discussed after 
the record of prices has been considered. 

Next, as to the price p. The first difficulty is in the statistics 
themselves. The quality of wheat fluctuates somewhat, so that 
a certain error may be incurred in taking the average price realised. 
This may be checked by comparison with the price of a standard 
quality, such as Manitoba No. 2. Again, the price m any one 
town may not be adequately representative of the world price, 
and statistics from various sources should be compared. It was 
impossible to me, from lack of material, to carry out this criticism, 
so I have had to base my results chiefly on the average price 
of wheat imported into the United Kingdom, as given in the 
Customs returns. I have also made use of the “ Gazette average 
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rpnce of British wheat > but the British crop is small, and more 
liable to fluctuation in quality than that of the world at large, 
as sampled in British imports. 

The next difficulty is that the standard of price is not constant. 

If no attention were paid to the changes in the value of gold, 
clearly the fluctuations in the value of wheat would be incorrectly 
recorded and confused with another fact. On the other hand, 
the yearly changes in index numbers depend chiefly on good and 
bad trade, which can hardly be expected to influence the demand 
for a necessary like wheat. It seems likely that one would be 
nearer the truth in making a compromise, such as to divide the 
price by a quinquennial average index number r to use the 
average of Sauerbeck’s numbers for 1886-7-8-9-90 to reduce the 
price in 1888^ This a priori opinion is confirmed by the result 
of a trial on the price of British imported wheat during the years 
1888 to 1911 : the standard deviation of the logarithm is : — 

«rp. 

Prices unoorreoted 0*059 

Corrected by quin^guennial index ... 0*048 
Corrected by annual index 0^66 

u 

I think these numbers may be taken to indicate that the quin- 
quennial correction comes nearest to the truth, as the effect of 
two independent sources of error is to produce a standard deviation 
greater than that due to either alone. 

We can now discuss the point left over with regard to the 
variation in quantity consumed. The average price corrected 
by the quinquennial index for the first half of the period studied 
differs from that for the second half by per cent. ; this is no 
more than a reasonably probable difference in the case of a quantity 
possessing a standard deviation cr^, which is of the same order as 
<Tq mentioned above, so the difference cannot " be taken as 
significant. It shows, on the contrary, that wheat is neither 
dearer nor cheaper than a quarter of a century ago. 

It is perhaps worth while to illustrate the point by a diagram. 
Let AB he part of a demand curve, and GDE that for a later 
date, when the demand has increased in quantity. If A repre- 
sents the quantity and price at the earlier date and D at the 
later, then the growth of demand is not correctly represented 
by the horizontal distance between A and D, since the latter 
point involves a rise in price as well ; but the growth in demand is 
jmdicated by the length of the horizontal AC. Now we have found 
that the (average) price at the later date is the same as at the 
former, hence we may rightly conclude that the demand curve is 
shifted outwards by 2*2 per cent, per annum. On the other hand, 
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if we were studying the increase in demand for travelling (which, 
we may suppose, has grown more expensive) or for bicycles (which 
have grown cheaper) , the statistics of increase would need cowect- 
ing in one sense or the other. 

The next difficulty is due to the fact that a good or bad harvest 
does not produce its full effect on prices instantaneously, there 
being stocks on hand at all times. Strictly speaking, the price 
at a given moment aoes not depend merely on the harvest irpme- 
diately preceding, but is a function of the stock in hand and 
the rate at which it has been added to or subtracted from, for 
a considerable period. This could only be expressed in a rather 
complicated mathematical form, which we shall not attempt; 
which, indeed, , would probably be too complicated to apply in 



practice. But •the statistics show unmistakably that it is inexact 
to omit this, for when two bad harvests occur in succession, the 
second produces a much larger effect on price than if it had 
occurred alone. Omitting this complication, however, we may 
assume that the full effect of a good or bad harvest is shown on 
the price a certain number of months afterwards, and we have 
to find how many. This may be tested by means of the coefficient 
of correlation between the harvest and the price ; but to carry 
out the test we need monthly statistics of price, and those I have 
not at hand, for foreign wheat. I have therefore made a few 
tests on the recorded monthly sales of British wheat (Stdtistical 
Abstract for the United Kingdom), I find the following : — 


Coefficient of correlation ^ between the magnitude of tlie 
world’e wheat harvest and the pricft of British wheat 
during the last three months of the same year 
„ „ first „ „ „ following „ 

,, ,, second >» »> >> >» 

,, „ whole of the ,» »» 


0-64 

0‘71 

0-74 

0-70 


1 


That is r= 


Xaiogp. 8 logo 

..i W l I — . 


nvp . 
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These tests are inadequate and should be repeated on a larger 
mass of data, but so far as they go they serve to show that the 
effect on price takes the best part of a year to mature, and that 
to compare the harvest of one calendar year with the mean price 
during the next is a reasonable method for finding the elasticity 
of demand. The correlation coefficients are derived from short 
series (fifteen years only) ; lower values are found when the whole 
period of twenty-four years is taken; but the coefficient is good, 
in any case. 


Price oj English Imported Wheat, and World*8 Crop, 


Date 

Price 

year 

follow- 

ing 

£ 

per ton 

Sauer- 
beck’s 
quin- - 
quennial 
index 

Price 

reduced 

P 

log 

P 

5 log 2 > 

62 

-MOO 

log q 

aiogq 

62 

-~100 

6 log 

6 log q 
-MOO 

Re- 
duced 
at 2-2% 
to 

1900 

1888 

7*67 

70*8 

10*8 

033 

+ 22 

6 

576 

+ 25 

6 

-t-6 

1889 

7-45 

70*8 

10*5 

021 

+ 10 

1 

640 

-11 

1 

-1 

1890 

8*9 

70*4 

12*6 

100 

+ 89 

79 

664 

+ 3 

0 

+ 3 

1891 

7-7 

68*6 

11*2 

049 

+ P8 

14 

575 

+ 24 

6 

-)-9 

1892 

6*4 

66*6 

9*6 

982 

-29 

8 

673 

+ ^2 

6 

-6 

1893 

5*4 

64*4 

8*4 

924 

-87 

76 

570 

-1-19 

4 

-17 

1894 

5*5 

63*2 

8*7 ‘ 

940 

-71 

61 

572 

, +21 

4 

-16 

1896 

6-2 

62*4 

9*95 

998 

-13 

2 

631 

-20 

4 

-t-3 

1896 

7-46 

63*4 

11*9 

075 

+ 64 

41 

612 

-39 

15 

-26 

1897 

8-02 ; 

660 

12*15 

085 

+ 74 

66 

484 

-67 

45 

-60 

1898 

6-69 

67*8 

9*86 

994 

-17 

3 

682 

+ 31 

10 

-6 

1899 

6*80 

69*2 

9*83 

993 

-18 

3 

525 

-26 

7 

+ 6 

1900 

6*62 

70*2 

9 44 

975 

-36 

13 

621 

-30 

9 

+ 11 

1901 

6*69 

70*6 

9*47 

976 

-37 

14 

531 

-20 

4 

+ 7 

1902 

6-79 

70*0 

9*71 

987 

-24 

6 

679 

+ 28 

8 

-7 

1903 

7*01 

71*4 I 

9*83 

993 

-18 

4 

682 

+ 3f 

10 

-6 

1904 

7*23 

73*6 

9*83 

993 

-18 

4 

669 

i 

1 

-1 

1905 

7*03 

74*4 

9*47 

976 

-35 

12 

572 

+ 21 

4 

-7 

1906 

7*69 

75*2 

10*21 

009 

-2 

0 

670 

+ 19 

4 

-0 

1907 

8*40 

76*4 

10*96 

040 

+ 29 

8 

624 

- 27 

7 

-8 

1908 

9*25 

77*0 

12*01 

080 

+ 69 

48 

624 

i -27 

7 

-19 

1909 

8*39 

78*0 

10*75 

031 

+ 20 

4 

572 

+ 21 

4 

+ 4 

1910 

7*94 

80*2 

9*90 

996 

-15 

2 

566 

+ 15 

2 

-2 

1911 

8*47 

82*0 

10*32 

014 

+ 3 

0 

547 

-4 

0 

-0 

Simi 






46,300 



16,700 

12,000 

Mean 




1.011 



•561 










CO 

11 



(r,«26*4 

r=0*44 


Next comes the question of interpreting the statistical results 


themselves. The quotient 




for any given year may assume 


a preposterous value on account . of the denominator being, 
accidentally, close to zero; and if the reciprocal be taken,* the 
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same objection holds. Hence we cannot, in this way, get a proper 
set of values for averaging ; and it seemed to me that the best 
way to deal with the deviations of p and g was to take the ratio 
between their standard deviations ; that is, to write 

e=^ 

Where ^ and 

In support of tHis view I am glad to be able to quote the opinion 
of Dr. G. D. Maynard, with whom I have discussed the problem. 

In the end, the values of e found vary a good deal ; but not 
more than might be expected from the inadequacy of the material. 
I am inclined- to think tha1> the method is capable of result®: of 
some accuracy. The lowest value I have obtained is a little below 
one-half, and the highest rather over three-quarters. The table 
below reproduces the most trustworthy sexies, from which is taken 
the final result : — 

6 = 0 - 6 . 

R. A. Lehfeldt 

Johannesburg, Dec. 1913. 



THE ASSESSMENT OF WAGES IN THE WEST RIDING 
OP YORKSHIRE IN THE SEVENTEENTH AND 
EIGHTEENTH CENTURIES. 

* 

The publication of the Quarter Sessions Records for the North 
Riding of Yorkshire, about a quarter of a century ago, brought 
forth evidence which proved that the regulation of wages by the 
justices of the peace wac more or less systematically effected in 
that part of England during the seventeenth century. The 
Records contain an actual assessment,* frequent references to 
others, and numerous instance^ of the punishment of offenders. 
In 1680-1, for instance, there was a special outburst of judicial 
zeal, and no less than sixty-nine masters and their servants were 
summoned before the magistrates, for having paid higher rates 
than those set down in the last assessment.^ Earlier in the 
century there were cases of men who refused to work at the 
statutory rates,* and of employers who declined to state the 
amounts they were paying to their servants. '' Similarly, the 
Records abound in prosecutions of persons who had* been carrying 
on some branch of trade or industry without having previously 
served a seven years’ apprenticeship, and so it is evident that the 
North Riding justices were well aware of, and did actually attempt 
to administer the clauses of the Elizabethan labour code. 

An examination of the West Riding Sessions Records brings 
one to the same conclusion concerning that portion of the county. 
Thorold Rogers can only have made a very cursory inspection 
of these manuscripts, for the first wages assessment which he 
recorded was that issued in 1703, and renewed in 1704-5-6-7-8 
and 1722.® The West Riding documents scarcely merited such 
scant attention, and a more thorough examination of their 

^ Quarter Sessions Records^ April, 1658, Thirsk, Vol. vi., p. 3. 

^ Ibid,y vii., 34, pp. 46-7 ; e.g, Bedale, Jan, 1681. An Appleby yeoman for 
agreeing to give his dairymaid £2 IO 5 . Od.y which was more than he ought to give, 
pr she ought to receive. 

* Ibid., ii., pp. 202 and 220. * Ibid., ii., p. 207. 

® Thorold Bogers, History of Agriculture and Prices, vii., p. 610 et scq. ^ 
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contents would have brought ample reward. The Sessions Records 
for the West Riding run continuously from 1637 to the present 
day , and there are probably volumes for an earlier d^te in 
existence somewhere. These early books have not yet, however, 
been located, with the exception of those for the years 1597-1602, 
which have been published. But the Records from 1637 onwards 
are in the hands of the Clerk of the Peace at Wakefield, and are 
generally accessible. From them it is possible to trace in some 
detail the story of the assessment of wages throughout the 
seventeenth and eighteenth centuries, and thus to throw a little 
more light on what is still a difficult problem 

The earliest assessment in existence for the West Riding 
is dated 1647 ^ but wages lists had been drawn up at least forty 
years previously. The great Act of 1563 ^ had probably called 
forth assessments from the local justices, but none of these seems 
to be extant. The revision of this Act in 1603 ^ affected Yorkshire 
in particular, for the new statute, finding that the earlier provision 
had “been . . . beneficiall for the commonwealth,’* but that there 
was some doubt as to whether ^ ought to apply to other than 
agricultural labourers, now defined the field of regulation. The 
new definition made it quite clear that assessments were to be 
made, not merely for farm workers, but also for “any labourers, 
weavers, spinsters, and workmen or workwomen whatsoever** 
either working by the day, week, month or year, or taking work to 
be done “in great,’* or according to piece rates. Thus the wages 
of workers in wool were now quite definitely within the purview 
of the justices, an important matter so far as the West Riding 
was concerned. The new Act was also of importance in that it 
was based on the supposition that the local magistrates would fix 
minimum rates of payment for the textile industry, and there- 
fore it declared that any clothier who refused to obey the assess- 
ment, or who did not pay so great wages to his weavers and spinners 
as were set down in the assessment, should be fined ten shillings 
for every such offence. Further, the Act forbade any justice who 
should happen to be a clothier to assist in the assessment of wages 
for the cloth trade. 

In accordance with this enactment, the West Riding justices 
framed an assessment, and handed it out to the constables to be 
circulated amongst the employers of labour. Either the constables 
did not do their duty, or the clothiers and others paid no attention 
to the assessment, for in November, 1604, three of the more 
conscientious justices launched forth a condemnation of the many 
1 6 Eliz., c. 4. ® 2 (vulgo prime) Jas. I., o, 6. 
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Complaints arisseinge betwixt masters and servants . . . through 
the negligence of the Chief e and Petty Constables, who do not 
obey the law as they ought to.” The constables were therefore 
ordered to arouse themselves, make the assessment known, and 
bring all offenders to justice.^ 

To what extent assessments were issued during the next forty 
years it is impossible to say, until the missing records are dis- 
covered. But when we get to 1641, we are henceforth on firm 
ground. At the Easter Sessions of that year, a wages list for 
the Biding was issued, and the constables, as usual, were in- 
structed to make its provisions known to all and sundry. This 
assessment may have contained a thorough revision of previously 
existing rates, but more probably it was only a confirmation and 
re-issue of a former assessment. Six months after the proclama- 
tion, it became evident that the rates which had been fixed were 
being disregarded, and at the Doncaster Sessions (October, 1641) 
there was a general complaint “that servants refuse to worke 
for reasonable wages, and cannot be hired for competent allow- 
ance, as formerlye, makeinge advantage of the much busnies of the 
times.” The justices, “takeing into consideradon the many 
inconveniences that now doe and are like to arise therby, if some 
speedy course be not taken herein,” ordered the constables to 
make a full and thorough proclamation of the rates, and of the 
penalties for disobedience, after which they were to bring for 
punishment all such persons as they found “refractorye in not 
observeing thereof, either . , . master or servant. And all such 
persons to be apprehended and carried before the next Justice 
of Peace to be bound to the next Sessions to answeare their 
Contempt and be further dealt with according to lawe and 
justice.”^ 

One point of special interest arises out of the above incident. 
The assessment issued at Easter, 1641 is not entered in the 
Sessions Order Book, and no mention whatever is made, in the 
report on that meeting, of any such wages list being even considered. 
The assessment was issued, but was not entered in the official 
report of the proceedings of the Sessions. Obviously, therefore, 
it was not customary to make a note of every occasion on which 
assessments were issued, and hence one may presume that many 
assessments were issued and renewed without such action being 
placed on record. This supposition is borne out by the evidence 
contained in the North Biding documents. Here only one assess- 

fi 

^ Document printed in Old Yorkshire, ii., pp. 41-2. 

® Doncaster 0.5 , Oct. 1641, Sessions Order BookSt A, 186. 
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ment is to be found, and yet, from the various references, it is 
apparent that such assessments were numerous. Thus, in short, 
an absence of recorded assessments must not be taken to iifdicate 
negligence or inaction on the part of the justices. The considera- 
tion of the wages question was an annual occurrence, and became 
part of the routine of the Easter Sessions. If no revision was 
deemed necessary , last year’s assessment was ^.onfirmed and 
re-issued, no entry being made in the Sessions Order Book. If 
the wages figures were altered, then the whole of the revised 
list was entered up in the official minutes. 

During the years which followed, the West Biding was too 
severely harassed, by plague and civil strife, to pay much attention 
to matters of 'wages. When, by 1647, some measure of peace 
had been restored, the justices turned their energies once more 
to the regulation of the rates of remuneration to be paid in the 
Biding. At the Pontefract Sessions,* April 27th, 1647,^ the 
following comprehensive assessment was issued : — 

''Pontefract, xxvij. xxiif’ Car, 1. 

"A proclamacion of the Bates and appointment of the Severall 
wages for Artificers, handy craftmen, husbandmen, Laborers, 
Servants, workemen, and apprentices of husbandry within the 
Westridding of the County of Yorke , made and agreed upon by 
the Justices aforenamed, tiie day and yeare abovesaid, According 
to the Teno**, forme, and effect of the Severall acts of pari** in 
that Case made and provyded. 

"Servants and Artificers of husbandry, 

"A Bailiffe or foreman of husbandry that is hyred with a 
Gentleman or rich yeoman, that doth not labour himself, but 
putteth his whole Charg to his Servant, shall not tak by the 
yeare above iij^** x^*, and a Livery, or x*^* for it. 

“A Chiefe Servant in husbandry to a yeoman or husbandman, 
that can mowe and sowe and do other husbandry well shall not 
take for his wages with meat and Drink above iij^** 

“A Milner that is skilfull in the mending of his Milne shall 
have by the year iij^** vj** viij^* and others y* are not soe skilfull 
shall have by the yeare ij^** x** 

“An ordinary Servant in husbandry that can mowe and plowe 
well, shall not take for his wages by tie yeare above ij^** x**. And 
and other Compn Servant in husbandry shall not take by the 
yeare above xxxv^* 

^ Pontefract Q.8., 27th April, 1647, Order Book, C, pp. 10-11. 
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“A Younge man between the age of twelve and eighteene 
yeares shall not tak by the yeare with meat and drink above 
xxiij*‘ liij**- 

“A wooman Servant that taketh Charge of Brewing, bakeing, 
Kitching, milkhouse or malting, that is hyred with a Gentleman 
or with (a) yeoman whose wife doth not take the paines and 
Charg upon her, shall not take wages by the yeare with meat 
and Drink above xxx*- 

“ A Wooman Servant That Serveth a husbandman or farmer 
or any other wooman Servant shall not take by the yeare with 
meat and Drink above xxv** 

Harvest worke. 

“A mower of grasse and Come shall not take by the day with 
meat and drink above v^*, without meat and drink x^- 

“A shearer or bynder of Come shall not take by the day with 
meat and drinke above without meat and drinke not above 
vii]^* And for mowing of an acre of Come without meat and 
drink not above x^- 

“A Haymaker, weeder or lowker of Come, being a man shall 
not take by the day with meat and drinke above ij^^-, without meat 
and drinke iiij^^-, and a wooman shall have with meat and drinke 

ob. and without meat and drink iiij'^- 

Laborers of Husbandry. 

“Every man Laborer for ditching, paleing, raileing, hedging, 
threshing and other comon labors, from the feast of All Saints to 
the first day of March shall not take for wages by the day with 
meate and drink above ij^', and without meat and drinke not 
above v^- And from the first day of March untill the feast of 
All Saints not above iij^* by the day with meat and drinke, and 
without meate and drinke not above vj^* 

“Threshing of a Quarter of hard Come not above x^*, a Quarter 
of peas and Beanes not above viij^’, for a Quarter of Barley not 
above viij^*, for a Quarter of Oates not above vj'*-, without meate 
and drinke. 

“Noe man shall for Casting or setting any ditch (haveing the 
quickwood ready laied besyde him), which ditche is more 
than one yeard or one yeard and a quarter broad and a yeard 
deepe, above vj^* for a Eoode, and when the ditch is bigger or 
lesser, more or lesse according to the quantity and Bate. 

“Noe man that skowreth a ditche three spades breadth and two 
depth shall take for one Bood Skowreing above ij^*, and fbr 
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makeing one spade gripp in breadth and depth for every Eoode 
not above oh. 

“Noe man shall take for makeing of a Bough dry stone wall, 
haveing the stone layed by him, which wall is one yeard and 
a half highe, and half a yeard thick above viij^* a Boode, without 
raeat and drink. 

Artificers and Handicraftsmen. 

“A Maister Mason that taketh Charg of a man’s building, 
haveing under him or them one, two or three men that have 
beene two or three yeares at the occupacion, shall not take for 
wages for himself e by the day at any tyme of the yeare, 
with meat and drink above yj^-, and without meat and drink not 
above xij^' And for every one that worketh under him, hee 
shall not take by the day with meat and drinke from the feast 
of St. Michaell Tharchangell to ihe xxv^^ day of March not above 
iij^-, and without meat and drinke not above vj*^-. And from the 
xxv*^ day of March untill the feast of Bt. Michaell Tharchangell 
with meat and drink not above iiif*-, and without meat and drink 
not above viij^-* 

“A Master Carpenter who taketh Charg i>f building that hath 
one or two or three men under him that have beene two yeare 
at the Scyence, shall not tak for wages by the day without meat 
and drinke above xij^- ; and with meat and drink not above 
six pence. 

A Master pr other That hath but one man or none, and that 
are not maisters of a Charg of a building but of other worke, 
or hewing, Squareing, walling or Such like, or Plumber, Glasyer, 
Lyme burner, Cowper, bricklayer, Thacher, Turner, brick maker, 
Slater and Tyler, Shall not take by the day for wages with meat 
and drink from the Annuncyacion of the blessed Virgin Mary untill 
Michaelmas above iiij^', and without meat and drink not above 
ix"^*, and from the feast of St. Michaell Tharchangell untill the 
xxv^^* Day of March with meat and drinke not above iij^*, and 
without meat and drink not above viij*** Except Thatchers, who 
may take iiij*^- by the day, throughout the whole yeare, with meat 
and drink. 

“A maister Taylor That shall make Gentlemen and Gentle- 
women their apparrell shall not take^by the day with meat and 
drinke not above iiij^*, and his Servant ij'^-. 

“Cloatktoorfeers and Dyers. 

“Noe Weaver, {fuller, Cloathworker, Shereman or Dyer Shall 
not take for his wages above iiij*** with meat and Drinke, and 
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without meat and Drinke viij**-. And if hee be hyred by the 
yeare, if hee bee a very Skilfull workman in these Sciences, hee 
shairhave iij^*- per annum. And other comon Weavers, Cloath- 
workers, Shearemen, ffullers, and Dyers shall not have for their 
wages above ij^*- x** yearely. 

C oily ers, 

“Noe Collyer or workeman that is skilfull in getting of Coales 
shall take wages by the day without meat and drink above x*^-. 

“Noe filler or barrower of Coales shall take for his wages by 
the day without meat and drink above vj^*. 

“Noe banksman or drawer up of Coales shall take for his wages 
by the day without meat and drinke above viij^- ^ 

“Itt is ordered at the abovesaid Sessions That the said 
Proclamacion bee made and published according to the Statut, 
by the Sheriff of the County of York, and that the said Severall 
Bates bee duely observed within the said Westridding upon ye 
seuerall paines and punishments to bee inflicted against those 
which shall offend the lawes and Statutes of this Bealme in that 
beehalf made. Given under our hands and scales in the said 
Sessions at Pontefract the xxvij^^ day of Aprill in the said 
xxiij*^ yeare of the Baigne of our Soveraign Lord King Charles I®*-. 

“C. Fairfax, Bo. Barwick, John Savyll de Methlby, 
“Hen. Tempest, Darc. Wentworth, 

“W. Armitage, Tho. Boynton, 

John Hew ley,” 

Then follows a proclamation, as from the King, to the Sheriff, 
containing instructions for the publication of the assessment. 
The chief clause reads as follows: — “These are therefore to 
comaund you that (according to the Teno^ of the said Statute) you 
forthwith cawse the same Bates in the . . . Schedule ... to 
bee proclaymed and published in all markett Townes and other 
publique places of meeteing within the said Westridding, That 
all personnes within the . . . By ding may take notice thereof, 
and Conform themselves thereto, under the paines and penalties 
in the said Statut mencioned to be inflicted upon those that shall 
refuse to yeild obedyence thereto, ffayl not thereof.” ^ 

* Pontefract Q.S,y 27th April^ 1647, Order Book, C, p. 10-11. In the above 
tranecript, contracted words have been filled in to the complete length. The 
original copy is badly broken at the edge of the leaves, and some words are entirely 
missing. These have been filled in from the assessment of 1662, which is identical 
with that of 1647. The letter “v” has been used above, in place of “u,” which is 
to be found occasionally in the MSS. ; e.gr., ** have for “ haue,” and severaU for 
seneraU.’* ^ 
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There are numercus points of interest in this assessment. The 
first is its comprehensiveness. It touches most of the occupation's 
of the Biding, and embraces not only the faim hands, but^also 
the building trade, tailors, colliers, and workers in wool, a list 
which nearly covers the whole field of employment in the seven- 
teenth century. True, there are omissions, as for instarce the 
iion and cutlery workers around Sheffield, spinners (of whom there 
were many thousands), and one or two other classes. But with 
these exceptions, the assessment made a thorough attempt to 
regulate the rates of payment for all the wage- earning population 
within the limits of its jurisdiction 

Secondly, the* wages of agricultural workers are ordered with 
the greatest minuteness, with* variations according to the status 
of the employer, and the consequent amount of work or super- 
vision which he might be expected to do himself, with differences 
according to age, sex, and skill, with summer and winter rates, 
with time or piece rates according to the nature of the work 
which was to be done, and with higher wages for the busy 
“overtime ” season of harvesting. 

Thirdly » note* that in each case the maximum figure is fixed. 
In no class is any minimum laid down, but always the highest 
rate which can be paid. “ Shall not take above ” is the ever- 
recurring phrase, the keynote of the proclamation. There was 
nothing to prevent the master from paying as little as he could 
succeed in persuading the labourer to accept ; the only business 
of the justices was to see that he did not pay too much. This 
was in accordance with the tenor of most other assessments of 
this period, though it was scarcely in agreement with the letter 
or the spirit of the statute of 1603. The statutes had been vague 
as to the exact nature of the wage list which they wished to be 
drawn up. The Act of 1563 had intended to guarantee to the 
hired person “both in the time of plenty and in the time of 
scarcity a convenient proportion of wages.” This might mean 
the establishment of a maximum rate, or a minimum, or it might 
imply the fixing of a definite figure, above or below which it 
would be illegal to trespass. The Act of 1603 was more precise 
in one respect, in that it demanded minimum rates for the textile 
industry, and stated the penalties which were to be. inflicted upon 
those clothiers who did not pay to their workpeople “so much or 
so great wages” as were ordered by the justices. In actual 
practice, however, the justices confined their attention almost 
entirely to the assessment of maxima. There are some few cases 
of magistrates fixing minimum rates for clothmakers in various 
No. 94. — VOL. XXIV. Q 
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parts of the country, and at times the Privy Council interfered to 
compel the local justices to assess minimum wage lists for textile 
workers. ^ But by 1640 the power of the Privy Council had prac- 
tically disappeared, and hence there was no central body which 
would supervise the activities of the local authorities as the Privy 
Council had done. Under these circumstances, the consideration 
of a minimum rate seldom, if ever, came into play after the Civil 
War, and all cases of punishment in the West and North Eidings 
of Yorkshire were those of masters who had paid, and servants 
who had taken, higher wages than those allowed by the assess- 
ments. The clause relating to workers in wool in the above 
assessment contains no reference to a minimum rate, such as 
should have been there in accordance with the Statute of 1603. 
Similarly the orders given to the constables in 1641 (see above) 
clearly show the attitude of the West Eiding justices, and there 
can be no doubt that the real motive which lay in their minds, 
when issuing any assessment, was to prevent employees from 
taking advantage of a temporary or permanent scarcity of labour 
to extract any substantial increase in w’ages. 

Fourthly, it is interesting to observe the relation between the 
wages allowed to the various industries and to agriculture. The 
textile industry of the West Eiding was now of considerable 
importance, and the districts around Leeds, Wakefield, and 
Halifax were inhabited by a population which earned its liveli- 
hood chiefly by cloth-making. The broad cloths of Leeds and the 
kerseys of the Halifax area commanded a large sale at home, and 
were the staple commodities of the foreign trade which passed 
through the hands of the Merchant Adventurers and Eastland 
Merchants of York and Hull. The markets of Leeds and Wake- 
field were thronged with merchants from all parts -of the country, 
and during the Civil War the Parliamentary party found one 
of its strongest sources of support in the clothing population of 
the West Eiding. The district and the industry suffered very 
heavily during the years of warfare and pestilence which came 
between 1640 and 1647, but in spite of these calamities the 
manufacture and sale of cloth was still a source of great wealth 
to the inhabitants of the Eiding. The mining industry was not 
nearly so important, and the seventeenth-century coal-pits were 
small and primitive. But* in spite of these facts, the cloth-maker 
did not comprise the aristocracy of labour in the district. The 
“very skilfull” weaver or fuller was to receive less than the 

^ E. M. Leonard, English Poor Relief, pp. 160-3 ; also letter from Mr. 
B. H. Tawney to present writer. 
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skilful collier, less than the higher grades of farm servants, less 
even than the mower of grass or com. The superiority of mining 
over textile wages has continued to the present day, and is 
probably due to the presence of a strong female element in the 
textile trade, whilst such an element has always been absent 
from coal hewing. The cloth weaver was not the sole supporter 
of his family. His wife and children were all potential wage- 
earners, and could be set to work sorting, carding, and spinning 
wool. Hence the family was not dependent upon the earnings 
of the father alone, a fact which would help to keep the weaver^s 
wages lower than those of the collier. The high wages paid to 
harvest workers are explained by the fact that agricultural labour 
was not over-plentiful, and that there was always a shortage of 
hands when harvest time came round. The high rates which 
were offered had the effect of drawing to the agricultural areas 
large numbers of men and women from tfie industrial population 
of the county. The weaver laid aside the shuttle and, often with 
wife and the elder children accompanying him, went away east- 
ward to the Vale of York or the Slast Riding, there to assist in 
the haymaking *and harvesting. This annual excursion served 
as a summer holiday, a holiday for which the weaver was paid 
more than he could earn by working at the loom. 

From the other rates in the assessment, we see that the 
heads of the building trade were well paid, whilst the master 
tailors who made the clothes of the justices of the peace and 
other gentry of the county, along with the lowest grades of 
agricultural labour, were assessed at a low rate. 

Lastly, it is somewhat surprising to find the weavers grouped 
along with the other textile workers under a time rate, of not 
more than eightpence a day. For the dyers, fullers, cloth- 
dressers, and shearmen a time rate would be natural, for their 
work was of such a nature that it would be well nigh impossible 
to pay them according to the amount of work actually done. 
Similarly, those weavers who were hired by the year, and who 
lived with the master, working all day long in his loom shop, 
could be paid by a time rate, because they spent the whole of 
their time in the service of their master. But a large proportion 
of cloth was woven by men, who, though employed by a clothier, 
carried on their occupation in their own homes. These men 
were usually in possession of a piece of ground, and combined 
the cultivation of their patch of land or the tending of live-stock 
with their work at the loom. At times, these men were com- 
pelled to suspend textile operations through lack of yarn, and 

Q 2 
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'&0 their weaving might be interrupted, either voluntarily or 
compulsorily. Under these circumstances, one would have sup- 
posed that the justices would have stated a piece rate of payment 
for weavers, and limited the amount which was to be paid for 
the weaving of each cloth. In actual practice, the piece rate 
system was general, and we shall see shortly that this rate was 
well within the limits laid down by the assessment. It seems 
probable that the assessment figures were framed with definite 
relation to the amount which a weaver could earn daily, when 
paid by the piece. 

Now to turn to the subsequent history of the assessment. 
The whole schedule was renewed and confirmed in 1649,^ “in 
every particular as formerly,” and remained in force until the 
Pontefract Easter Sessions of 1662.^ In this year it was re- 
issued verbatim as before, without the alteration of a single item. 
In the next re-issue, that of 1671,^ two facts stand out. In the 
first place, the textile clauses have entirely disappeared. All 
the other classes are dealt with as before, but of weavers, fullers, 
and kindred occupations there is no mention, and the section 
previously devoted to “ Cloathworkers and Dyers” is deleted. 
No reason or explanation is vouchsafed, and we can only conjec- 
ture what were the motives for the omission. Two possibilities 
suggest themselves. Firstly, in this assessment the justices 
revised the rates of payment, and made a general increase in 
the maxima for most occupations. It may have been that diflSculty 
was experienced in revising the rates for cloth woikers ; the time 
rate figures seemed out of place for an industry which was to 
a great extent actually paid by the piece, but any attempt to 
convert the time rates to piece figures would have raised many 
difficulties, and would have necessitated the compilation of an 
elaborate schedule, in order to cover the large varieties of cloth 
and conditions of employment which were to be found in the 
industry. Another possibility is that the heads of the clothing 
trade were averse to any increase in the wages lists. The broad- 
clothiers of the Biding were at this time organised in a Company 
or Corporation for the better regulation of their branch of the 
industry.^ It is quite possible that this association of masters 
had expressed its disapproval of any such revision or increase 
of the rates which might be paid to employees. One, or perhaps 
both, of these causes was at work; either it was the difficulty 
of readjusting the wages on a piece rate which would allow an 

1 Order Book, C, p. 11. 2 pp. 75 ^ 9 , 1 h, pp. 86-7. 

4 Statute, 14 Charles II., Ch. 82 (1662). 



1914] 


ASSESSMENT OP WAGES IN YORKSHIRE 


229 


increased maximum earning, or it was the opposition of the 
master clothiers, or both. From this time forward, the wages 
of the cloth trade were thrown open to individual bargaining, and 
we shall see shortly that the immediate result was not an increase 
in the rates of payment. 

Secondly, as stated above, there was a drastic revision of the 
rates of maximum payment, and a general increase, especially 
for skilled labour. The bailiff's allowance rose from £8 10« 
to £4 105., the skilful miller from £3 65 . 8 d. to £4 ; the tenpenny 
maximum was increased to a shilling, and there were other 
similar advance?. The lower grades did not all benefit by this 
revision; for instance, the tailor, the filler and barrower of coal, 
the ditcher, the thatcher, and one or two others were allowed 
no increase ; but for the remainder there was an advance varying 
from one-fifth to one-quarter, and in some instances amounting 
to 100 per cent, on the former maximum. 

The assessment was re-issued in full, in 1684, 1695-6, 1700, 
and 1703, the last of these rewsions being that printed by 
Thorold Eoger?.^ In these assessments there is little or no 
change from the rates of 1671. The filler of coal went from 6d, 
in 1671 to 8d. in 1684, and to lOd. in 1695, and in the latter 
year the shearer and binder of corn was raised to one shilling, 
thus ranking equal to the mower. There are re-divisions of the 
various classes, and new classes are introduced, such as the master 
millwright, who in 1684 was to be paid not more than 18d., 
the highest dally rate permitted to any man. Apart from these 
minor alterations, the list remained as it had been for thirty 
years, and the rates of 1703 were the same as those of 1671. 

The chief difference between these various re-issues lies in 
the additions which were made to the appendix on each occasion. 
The justices were doing their utmost to enforce the observance 
of the assessment, and from 1671 onwards each re-issue was 
attended by an ever-growing appendix and series of instructions 
to the constables and all concerned. The first of these detailed 
schedules was appended to the 1671 assessment, and read as 
follows : — 

‘‘ 1 . Noe Master shall turn away his Serv*- without Lawfull 
Cawse to be allowed by a Justice of peace, or a quarter of a yeare’s 
warning, given before the end of his Tearme under the forfeiture 
of fforty shillings. 

“2. That noe Serv*- shall departe from his Master's Service 

1 Order Books: JST, 128-4 (1684); Af, 76-7 (1696); Af, 110-12 (1696); N 61-8 
(1700) ; 27, 161-4 (1708). 
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without Lawfull cawse or a Quarter of a yeare's wameing given 
before two witnesses before the end of his Tearme, under payne 
of Imprisonment. 

“3. That noe Master shall give greater wages than are 
appoynted by his Proclamacion under the forfeiture of 

ffive pounds. And that noe Serv** between Twelve and Sixty 
yeares of age not Lawfully retained shall refuse to serve in 
husbandry nor shall take greater wages than are appoynted by 
his Proclamacion under payne of Imprisonment and being 

fyned as his offence shall require. 

“4. That noe Serv** shall departe from his service without 
a Testimonial! according to the Statute under the constable and 
two honest howseholders hands wheere hee last Lived, nor bee 
retained without shewing such Testimonial! under paine of 
Imprisonment. And ‘that noe Master shall retaine a Serv*- 
without such Testimonial! under the forfeiture of ffive pounds 
according to the Statute made in the v*^ year of Queene 
Elizabeth.”^ • 

To these instructions was added in 1684 the* declaration that 
twice in the year at least the justices of the peace would require 
the petty constables to give “an accompt what number of Men 
and Wooman Servants each InTiabitant within his Constabulary 
hath, and of what quallity, and what wages every Master gives 
to every particular Servant.” It was also ordered that the wages 
lists should be published in every market town^ “betweene the 
houres of twelve and one upon fewer markett dayes together . . . 
by the Bailiff of the Hundred. And likewise that the Petty 
Constables goe to every particular family and declare the 
Contents of these Orders and of the Bates of Wages. And that 
those Orders and Kates be by the several! Constables of every 
Church and Chappell Tower fixed upon the said Church or 
Chappell doores.”^ In 1695^ the exact form of the testimonial 
was added, and so gradually the assessment came to be followed 
by a full statement of the wages clauses of the Elizabethan Act, 
and an elaborate description of the methods and machinery for 
administering that Act, such as is printed by Bogers in the 
assessment of 1703. 

The question now afises, to what extent were these clauses 
actually enforced and obeyed ? To give an answer to this question, 
based on actual documentary evidence, is difficult, in the case 
of Yorkshire as in most other counties. The search through half 

1 Order Book, JET, 369 (1671). 2 K, 124 (1684). 

» Ibid,y M, 77 (1696). 
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a dozen volumes of indictment books revealed only one instance 
of an offender against the statute, in the case of a labourer who 
had left his situation before the end of the time for which he 
was bound by contract to his master.^ A careful examination 
of the fifty volumes which cover the seventeenth and eighteenth 
centuries might reveal other instances, similar to those found in 
the North Biding Sessions Becords. But even if there were no 
recorded cases, this would not necessarily imply that the assess- 
ments were dead letters, but rather that the wages which were 
being paid were within the limits prescribed. The justices had 
fixed a maximum wage, with no mention whatever of a minimum. 
It would not m*atter how low wages were, provided they did not 
rise above the* statutory maximum. The fine which hung over 
master and servant alike would be sufficient to deter men from 
making any general or concerted demand for increased rates of 
payment. The piling up of regulations at the end of the assess- 
ments probably indicated that the constables were occasionally 
negligent in the discharge of their duty, and that the rates were 
in some cases being disregarded. But it also meant that the 
justices were determined to enforce the clauses, and that they 
were fully aware of the power which lay in their hands. The 
same justices were continually enforcing the more important 
apprenticeship clauses of the Elizabethan Act, and were levying 
fines of £2 per month upon those who had set up in any occupa- 
tion without having served the legal period of seven years. It 
was to the independent master’s interest to attempt if possible 
to set up as a clothier, builder, carpenter, etc., without having 
served so long a period of training, provided he could evade the 
vigilance of the local constable. But the wages problem was 
an entirely different matter, in that there would be no incentive 
to pay higher wages, unless confronted with a scarcity of labour, 
and even in that case the law would protect the master from 
extortion on the part of his workpeople. Further, in the textile 
industry there was a period of comparative stagnation and depres- 
sion between the Bestoration and the end of the century, a fact 
which would not be favourable to any increase in the wages of 
that industry. Thus one does not expect to find numerous 
instances of offences against the assessment, since by its very 
nature and by its threats of penalties^ the Act was an easy one 
to obey. 

The history of the assessment throughout the eighteenth 

1 Indictment Book, B, Oot. 1648. The offence was: “Discessit a servitio suo 
ante finem termini.’^ 
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century is largely that of a decadent institution. Up to about 
1730, the wages lists were being enforced. The list of 1703 was 
re-issued or confirmed almost every year up to 1732. In that 
year it was again proclaimed in full,^ without any alteration in 
the rates fixed, and in every detail resembling the issue of 1703. 
Thus the wages allowed in 1732 were the same as those permitted 
by the assessment of 1671. The issue of 1732 was the last one 
of importance, and from that time onwards all life slowly ebbed 
out of the system. In 1733 the assessment was renewed in toto 
“without any alteration or variance therein, so that there may 
be no need of reprinting the same,”“ in other woyds, to economise 
on the printer’s bill. Year after year throughout the century 
a formal renew^al was effected, and the wages of servants and 
artificers were ordered to be the same for the year ensuing as 
they “were appointed,^ set, and allowed, at Pontefract Sessions 
One Thousand Seven Hundred and Thirty Two.” Never a year 
went by without the justices at the Pontefract Easter Sessions 
solemnly renewing the assessipent. The eighteenth century gave 
place to its successor, and still the practice contimjed. In 1812 the 
rates w^ere ordered to be as in 1732 ; ^ in the following year comes 
a blank, and the obsolete custom was at last entirely abandoned. 

For three-quarters of a century it had been a shadow without 
substance. The seventeenth century had been a century of great 
economic vicissitudes for the West Riding ; there had been many 
ebbs and flows, and considerable periods of lassitude. With the 
advent of the eighteenth century all this had be^ changed, and 
though the new century was not without its depressions and hard 
times, on the whole economic progress was very marked in agri- 
culture, mining, and cloth-making. This prosperity had a con- 
siderable effect upon wages, and the assessments were generally 
disregarded. A comparison of the actual wages with the assess- 
ment allowances shows the desuetude into which the State regula- 
tion had fallen. Take, for instance, the figures of Arthur Young 
and Marshall, and contrast them with the assessment rates : — 

Young (1770) * or Marshall (1788).® Assessment of 1782. 

Colliers 7/- to 9/- per week Max®. 6/- per week 

Headman on farm... £9 to £12 per ann. ,, £3 105. Od, to £4 lOs. Od. 

Ploughman £7 to £8 „ ,, £3 Os. Od. per arm. 

Maidservant £2 to £4 ,, „ 20/- to 30/- ,, 

Harvest Work, Men 1/- to 1/6 per day, 

with rfieat and drink ,, Od. per day, with meals. 

„ ,, Women 8d. to lOd. per day, 

with meat and drink ,, 4d. ,, 

1 Order Booh, 8, pp. 200-204. The assessment was usually followed by a list of 
carriers’ rates. ^ Order Book, S, p. 248. 

® Ibid., UU (Pontefract Q.S., Easter, 1812). 

* Young, Northern Tour, jpassim, especiaUy iv., p. 446. 

^ Marshall, Rural Ecq^ny of Yorksh/we, Vol. ii. passim. 
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To what extent the increase was due to progress in industry and 
agriculture, and to what extent it was due to the abandonment 
of regulation by the justices, one cannot estimate. Doub'tless 
both had their effect, but the increase in wages was now much 
more possible when the magistrates ceased tc enforce their 
assessments. 

At the same time, though tacitly admitting the right of 
individual bargaining between master and man, the justices did 
not altogether neglect the wages question, but gave a considerable 
amount of attention to checking the combinations of labour which 
were being formed for purposes of obtaining improved labour con- 
ditions and higfier wages; The organisation of the eighteenth- 
century woolleh industry was somewhat loose and vague, but 
in the worsted industry and in the cloth-finishing branches (the 
latter chiefly grouped together in the towns), there was a well- 
defined capitalist system, with clearly marked classes of employer 
and employed. Under such conditions, more or less spasmodic 
organisations of labour were inevitable, and disputes, chiefly of 
a small and local character, arose from time to time. In these 
matters the magistrates kept a sharp look-out, and brought their 
hand down heavily upon any attempt on the part of combinations 
of labour to obtain increased wages. To take one out of a number 
of cases, in 1706, six cloth-dressers of Leeds, apparently in the 
employ of different masters, joined together in the decision not 
to work henceforth for any master who should refuse to pay 
them l|d. an 4iour, in place of the penny which they had been 
accustomed to receive. The conspiracy was discovered, the work- 
men were called before the Leeds Sessions, and very heavily 
fined. ^ Similar instances of the punishment of actual or potential 
strikers are to be found throughout the century, and in this 
manner the local justices indirectly controlled the wages problem. 

Turning from the assessments to the actual wages which were 
being paid to workers in the various occupations, we are con- 
fronted with a scarcity of data. A few facts, however, are avail- 
able from the evidence given in some law-suits of the seventeenth 
century and from one or two other sources, which throw light 
upon the rates paid in the textile industry. There is extant a 
document relating to some scheme for establishing a cloth-making 
venture at Skipton, in 1588. This scheme was to provide employ- 
ment for sixty persons, and details are supplied as to the general 
rates of payment for the various classes of textile workers in the 
districts of Leeds and Halifax.^ Ifrom this scheme, and from the 

Leeds Q.H. Books, Vol. ii., p. 300. 

Kenyon MSS. Hie*. MSS. Comm., Report, App. jpv.. Part 4 p. 673. 
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evidence given in the trials of 1638 and 1676,^ we know the 
wages which were being paid during almost a whole century. 
Tha weaver was paid by the piece, receiving a certain amount 
for each cloth he wove. This payment in 1688 amounted to 
20d. for each kersey, a cloth of about 13-16 yards in length and 
one yard in breadth ; whilst in the Leeds area 3^. 4d. was paid for 
the weaving of a “dozen,” i.c., a broad-cloth 12-13 yards by 
If yards. These rates had scarcely changed by 1638, and were 
the general wages paid at the time of the 1638 lawsuit. Now, it 
would be almost impossible for a weaver of kerseys to make two 
kerseys in a week, and statements are made in the lawsuit to 
the effect that one kersey per week was the output of the average 
weaver. Taking a liberal estimate; it was probable that a kersey 
maker, putting in full time at the task, could weave about one 
and a half cloths in a week’s time. The weaving, therefore, 
would bring in about* half-a-crown weekly. In the making of 
“dozens” and other broad-cloths, two men would be required 
for the work, because of the breadth of the cloth and the primitive 
method of passing the shuttle'from side to side. Two broadcloths 
a week would be the maximum achievement of these men, when 
fully skilled men were at both sides of the warp, and so their 
individual earnings did not amount to above 3^. 4d. for the six 
days’ labour, or an average of less than sevenpence per day. 
This was the rate of wages in 1588 and in 1638, and four decades 
later the earnings seem to have been even smaller. According 
to the evidence of a witness in the suit of 1676, t“the weavers of 
Cloath can hardly earne five pence a day . . . and find them- 
selves meate, though they be stronge and able to worke.” 
Another man fixed the daily earnings at sixpence, whilst a third 
declared that “the wages of a Clothier for weaveinge of cloth 
is but three pence a day besides meate,” which may be taken as 
equivalent to about sixpence. Thus the average daily earnings 
of the weaver in the seventeenth century hovered round sixpence, 
and were therefore well below the maximum fixed by the assess- 
ment of 1647. It was not until the eighteenth century that the 
weaver’s remuneration crept up to the 7s. or 9s. per week which 
was paid in the days of Arthur Young. 

The spinners, whose wages were not actually touched by the 
assessments, were paid ©n a lower scale than the weavers ; and 
here again the wages of 1588 were the same as those of a century 

1 There were three trials, 1613, 1638, 1676, all relating to the ulnage payable on 
kerseys, Excheg. Depos. by Comm. 14 Chas. I. Mich.^liYork ; also 28 ChoB. II. 
Mioh, 29, York and Lancaster. 
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later. Payment was by piec5e, and the spinner received from 20d. 
to 28. ed. or 28. 8d. per stone, according to the quality of the 
work and the standard of the spinning. It took a skilful worker 
about a fortnight to spin a stone, and so the earnings of spinners 
varied from IJd. or 2d. to 4d. per day, the lower rate generally 
going to children and young persons, or to adult women in the 
badly paid areas. The rates of 1588 were identical with thosj of 
1638, when one witness declared that ‘‘a spinner may earn, somo 
twopence, some threepence, and the strongest a groat, and none 
can usually earne more by spinninge for and towards meate and 
drink and wages*’’ A fellow witness confirmed this statement by 
declaring that “the ordinary rate of a stone of wool spinninge 
is eight groat, and a good spinner cannot ordinarily earne above 
threepence a day towards meat, drink and wages, and the most 
spinners adle but twopence a day in ^the parish of Kighley 
(Keighley).” In 1676 these rates had diminished rather than 
increased. Witnesses declared that “spinners can scarce earne 
threepence a day, finding themselyes with meat,” “a very good 
spinner can sca/cely earne two pence a day, they findinge them- 
selves with meate, a pound of wool^f a day being as much as 
an ordinary person can carde and spinne.” Others fixed the wages 
at fourpence for the best workers, whilst one man declared that 
in his district (Lockwood), “the wadges for spinninge is not above 
one penny a day besides meate.” Daring the eighteenth century 
this pittance improved somewhat. By the time of Arthur Young 
children and young persons were earning 2d. to id. ; adult women 
were able to earn id. to 6d., though only by incessant toil, for, 
as one of James’ informants stated, a good hand-spinner in 
Bradford, by working “from Monday morning to Saturday night, 
might earne 28. But before this improvement took place 

in the eighteenth century, there had evidently been a century 
of stationary wages, in a period when prices were rising rapidly. 

H. Heaton 


1 James, History of the Worsted and Woollen Manufacture in England, p. 324. 



THE EEPORT ON INDIAN FINANCE AND CUREENCY 
IN RELATION TO THE GOLD EXCHANGE STANDARD.’ 

The reports by various commissions of inquiry appointed at 
various times by the British Government contain some of the 
most valuable materials for economic study in existence. The 
value to the economist is not diminished, even if the final con- 
clusions of the reports may not be adopted. The report of the 
Royal Commission on Indian Finance and Currency is a very 
able document and, vpith the corresponding evidence, gives 
materials of the highest interest at the present time for the 
student of the principles of monetary theory and their practical 
illustrations in the most modern forms. A large part of the 
Report is substantially in accord with the treatment by Mr. J. M. 
Keynes in his recent book on Indian Currency and Finance, and 
the reader of either may be strongly recommended to read the 
other. 

In my opinion, however, there are omissions both in the book 
and in the report which are of the firsr importance in theory and 
in the future may be of vital importance in practice. The practical 
side of the issues I wish to raise is dealt with in Sir James Begbie’s 
note of dissent, and I shall treat of the same difficulties with 
reference to the relative economic principles and former cases of 
practical importance. 

This paper is mainly concerned with the ulterior and cumu- 
lative effects which seem probable if the present system, even 
as modified in the Report, is continued. 

The admirable history of Indian Currency since 1893 given 
in the general report shows at once that in all the various changes 
the dominant force, whether in initiation or modification, has been 
the stability of the foreign exchange value of the rupee in relation 
to gold. From the beginnings of the depreciation of silver after 
1873 the Indian Government was troubled with the instability 
* FiruU Report of the Royal Conmimon on Indian Finance and Currency. 1914. 
[Od. 7836,] Price 9d. <■ 
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of the gold-exchange value of the rupee, and British trade with 
India was also troubled with it. One of the principal arguments 
of the bfenetallists wac that the fixity of the ratio of silver*to 
gold w<Sli||i also fix the gold value of the rupee, with consequent 
general advantage to trade, to the investment of capital in India, 
and to banking as well as to the G-overnment. By 1893 the 
attainment of stability of exchange (or at least a check to a 
further fall) to the Indian Government seemed necessary, and to 
the British trader very desirable. The Indian mints were closed 
to the coinage of silver, and since 3898 the policy pursued has 
been successful in maintaining the normal gold value of the 
rupee at l5. 4d. 

The Eeport, ’in its final summary of conclusions, sec. 76 
(p. 20), says that “the cardinal feature of the whole system is 
the absolute security for the convertibility into sterling of so 
much of the internal currency as may at any moment be required 
for the settlement of India’s external obligations.” 

No one will dispute that this fixity of ^^‘xchange is in itself 
advantageous and especially advantageous to the Indian Govern- 
ment. But the question arises : Does it follow, because the 
stability of the gold price of the rupee haa been established for the 
purposes of foreign exchange, that therefore it may be taken for 
granted that all the other functions of good money are fulfilled by 
the rupee as so “managed”? 

What are the primary functions of a good system of money? 
The first is to provide a medium of exchange^ not mainly for 
foreign payments, but for the purposes of internal trade and 
industry. The first requisite from this point of view is that the 
money shall be universally accepted, hence the importance in 
the early stages of development of the commodity value of 
money. Even in the latest stages any difficulty in testing 
or any want of confidence at once so far limits the accepta- 
bility. We have numberless instances of imperfect acceptability 
in the incubation period of the depreciation or debasement 
of different forms of currency. In the extreme case of 
the depreciation of inconvertible notes the acceptability may 
vanish. Between this extreme of non-acceptability and the other 
extreme of instant universal acceptability there are infinite grada- 
tions, and we have an excellent example of the economic prin- 
ciple of continuity. 

The question, then, is this : Is this artificial rupee as accept- 
able to the people of India as was the old rupee, which was of 
the same value as the metal of which it was composed? Have 
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tile masses of the people of India reached the stage at which 
the commodity value of the money is of no importance? The 
answer of Sir James Begbie is definitely to the contrary : . the 

recent demands for gold in India show a loss of confidence on the 
part of the public in the token rupee. . . . The need for con» 
fidence to secure the exchange value of the rupee is recognised, 
but not the need for confidence in the currency in other respects.*’ 
(Beport : note by Sir James Begbie, p. 88, par. 5.) 

The next requisite of a good medium of exchange is that it 
should be readily adapted to the demands of trade : the volume 
of the actual currency should be capable of automatic increase 
or decrease. Such automatic adjustment is most nearly attained 
when the principal currency is interchangeable at once with the 
corresponding metal. Such was the old system of the rupee under 
the silver standard. Such is the system of the currency of the United 
Kingdom as regards gold, notes, and cheques. But even in the 
United Kingdom there are occasionally difliculties. At one ex- 
treme, for example, as regards the small token coins, we hear 
sometimes of the scarcity of "farthings. At the other extreme, 
before Goschen’s Act for the gold recoinage (1890) the banks had 
begun to feel the diflSculty of getting rid of the light-weight 
gold coin. The preliminary stages of depreciation had begun, 
and even in England the automatic adjustment of the gold coins 
was threatened. 

In the case of India this point is best taken in connection 
with another of the principal functions of good money, namely, 
that it should provide a store of value. The earliest form of saving 
is in hoarding the precious metals. India, as regards a large 
part of its population, is still dominated by primitive ideas of 
hoarding. “The hoarding habit in India is no doubt a difficult 
problem. Its recent rapid development in increased demands 
for gold and the possibility of its further expansion make it a 
question of the highest imjx)rtance.*’ (Note by Sir James Begbie, 
Beport, p. 89, par. 10.) Under the old system the metallic value 
of the rupee was the same as its nominal value A native would 
hoard rupees, or turn his rupees into ornaments, as it suited his 
convenience. Under the present system, if a native hoards silver 
he does not know what the value may be later on in rupees. If 
he hoards gold he believes^he will get the fixed amount of rupees. 
Therefore, he prefers gold to silver. He also prefers it to token 
rupees. There is an alternative use for gold, and according to 
Gresham’s law it is withdrawn from circulation and absorbed in 
boards in preference to rupees. In the opinion of Sir James , 
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Begbie, this hoarded gold is not so readily released as was the 
silver formerly. The confidence in the rupee has been partly lost. 
“ Statistics show this later reversion to hoarding on an extended 
scale is a retrograde movement.” 

It must be remembered that the rupee, like any other form 
of token money, can only be kept at a fixed value as regards gold 
by the use in some form of the principle of limitation.^ For th'^ 
first seven years after the closure of the mints to sil ^er for private 
coinage there were practically no new issues. The deficiency was 
in part supplied by the release of rupees from hoards and by 
importation from outside. So long as these sources of supply 
were available, the principle of limitation did not have its full 
effect.^ In consequence the rgpee failed to maintarin the l5. 4 /. 
value, and fell at one time to 1^. Id. After stability had been 
attained in 1898, the needs of more currency, as shown by the 
difficulties of moving trade and the stringency of the Indian money 
markets, led to the issue of new rupees by the Government. Since 
1900 these issues have been very largely increased, but not so 
as to threaten (except, perhaps, in the crisis years of 1907-8) the 
gold price of the* rupee. 

The point is that the amount of rupees coined depends partly 
on the demands for remittance in London, partly on the offer 
of gold in India to be converted into rupees, and partly on the 
estimates of the Government as regards Indian requirements for 
trade or banking. 

But the amount issued is not automatic, as under the old 
system. The vast volume of the Indian currency is now a 
“managed” currency. 

The Keport notices this objection that without gold in active 
circulation India’s currency must remain a managed system, with 
the implication that a managed system is a bad system (sec. 66, 
p. 18). The passage may be quoted in full : — “The ideal 
with which this managed system is contrasted seems to be the 
system of the United Kingdom, where fresh supplies of the only 
unlimited legal tender coins, the sovereign or half-sovereign, can 
be obtained by anyone who takes gold to the mint for coinage. 
In our opinion this contrast is of no value. There does not appear 
to us to be any essential difference between the power to import 

^ This principle of limitation was clearly stated by Ricardo with important 
historical illustrations in his Beply to Mr. BosanqueVs Observations on the Report 
of the Bullion Committee (McOuliooh’s edition, p. 347). 

2 This possibility was foreseen by the present writer in an article entitled “The 
Indian Currency Experiment ” in the Contemporary Review y September, 1898. 
Republished in Money amd Monetary Problems, 
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sovereigns at will and the power to have gold coined into 
sovereigns in India. The only [the italics are mine] point of the 
criticism that India’s currency system is managed in a sense 
that is not true of the currency of the United Kingdom lies in 
the fact that the rupee is a token passing at a value above its 
intrinsic value, and at the same time is unlimited legal tender. 
It is true that it is not practicable even to consider the limitation 
of the amount for which the rupee is legal tender. In this sense, 
therefore, the system must remain a managed one. But we demur 
altogether to the idea that because it is to this extent a managed 
system it must te a bad system. It is not, in fact, possible for 
the Government of India to manipulate the currency for their 
own ends, and they cannot add to. the active circulation, except 
in response to public demands.^' 

The difference between the power to have sovereigns coined 
and the power to impdrt them is not always quite so negligible 
as is showm by the famous case of Australia after the discovery 
of gold (in the absence of a mint). The market price of gold in 
South Australia is said to have fallen to 45^.^ and in Victoria to 
6O5., as against the Mint price in London of fS 17^. lOd. But 
at present this side of the management is of comparatively small 
importance compared with the ''only point of criticism*’ noticed 
immediately after. The rupee is a token of unlimited legal tender, 
and not only so, but, taking the country as a whole, it is the 
principal medium of exchange, as well as being in effect the 
standard of value. Gold is used and notes are ured to a certain 
extent, but the rupee is still king, though his monarchy is more 
limited than it was. 

The answer of the Eeport to this objection is singularly meagre. 
We are told first that the Government cannot manipulate the 
currency for their own ends. But the basis of the whole system, 
as shown in the historical introduction, is that the Government 
adapts the system so as to secure stability of exchange for its own 
convenience. The mints were closed to raise and maintain the 
exchange, and the complex arrangements for keeping a reserve, 
and the nature and the locale of that reserve, have all been guided 
by the ends of the Government. So long as the rupee maintained 
its value in gold payable in London, the rest of its monetary 
functions were either not considered at all, or were supposed to 
follow, by some kind of pre-established harmony inherent in the 
gpld-exchange standard. 

Next, it is assumed in the Eeport that so long as the rupees 
are issued not for the immediate profits of the mintage, but ii> 
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response to public demands, there can be no difficulty in the 
management. The central difficulty is that at any particular time 
the public demand may seem well founded and the new issue •may 
seem desirable, but the method of new issues is only one side of 
the question of management. There remains the management of 
withdrawals or of contraction in case of need. If rupees in India 
could be converted into gold in India without any difficulty or 
postponement, then the contraction of the currency would be 
automatic. In fact, the rupee would be, like a bank-note, con- 
vertible immediately into gold. But the very essence of the gold 
exchange standard is in showing “some degree of unwillingness 
to supply gold locally in exchange for the local currency, but a 
high degree of ‘willingness ta sell foreign exchange for payment 
in local currency at a certain maximum rate.*’ (Keynes, op. cit., 
p. 6.) This difficulty of the conversion of the local currency into 
gold makes the rupee correspond, so far, lo an inconvertible, and 
not to a convertible, note. It is true it is not absolutely incon- 
vertible, but, as already observed, there are all degrees of in- 
convertibility. In the development of Scottish banking there 
were some interesting cases of deferred or suspended convertibility 
which helped to make Adam Smith a non-iree trader in banking. 
In the case of India there may be a considerable cumulative 
increase in the circulation before the method of partial converti- 
bility adopted comes into effective operation. In general the 
balance of trade is in favour of India, and so long as this favour- 
able balance exists the volume of rupees can be increased. 

In a very able critique of the Report by Mr. F. C. Harrison 
(Quarterly Review, April, 1914), which appeared after this paper 
was written, it is said : “At present there is no real distinction 
between the rupee and the note. Both are liabilities of the 
Government to be kept at a parity with gold. One is a note 
printed on silver, the other a note printed on paper.” This 
identification of the rupee with a convertible note leads to curious 
consequences. In India the lowest denomination of the note is 
five rupees — why not one rupee? Why go to the expense of 
printing the one rupee note in silver? Why in most countries 
is the lowest denomination of note so high relatively to the highest 
tokens? The answer fd these questions involves inter alia an 
answer to the old questioas : Is an ove» issue of convertible notes 
possible? And is the danger specially great if the notes are of 
very low denomination? 

As the result of prolonged controversy, it became" clear that 
over issue might mean relatively to the reserve, or over issue 
No. 94. — VOL. xxiv, » 
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SO as to promote or aggravate an inflation of prices on account of 
the de facto suspended convertibility of small notes. What is 
the amount of the reserve held in India against the rupees actually 
in circulation, apart from what is supposed to be necessary to 
support the notes and the foreign exchange? In the proposal 
for a central bank, submitted by Mr. Keynes (Annexe to the 
Eeport, p. 69), it is laid down that only up to forty per cent, of 
the gross circulation should be held in a fiduciary form without 
tax, the balance being held in cash (gold or rupees). Obviously, 
if the rupee is itself a note printed on silver, it cannot form 
a reserve for the conversion of rupees, and if a corresponding 
proportion of gold is to be held against these notes printed on 
silver, that would mean over £60 millions of gold for this purpose 
(taking the circulation of rupees as 160 millions of crores [Mr. 
Harrison]). Mr. Harrison faces the difficulty, though he thinks 
30 per cent, in gold against the notes (whether printed on silver 
or paper) would suffice, but he remarks : “The India Office has 
never appreciated the fundamental difference between holding gold 
and holding securities.’* In Mr. Keynes’ scheme the fiduciary issues 
of notes may be increased up to 60 per cent, on the payment 
of a tax — but not beyond — but in the excessive issue of rupees 
there is actually a profit of most of the diff'erence between ten- 
pence and sixteen pence. 

Again, the Government is not legally bound to give gold for 
rupees in India, though in practice it has made the offer in recent 
years, and in the case of recognised specific depreciation and the 
presentation of large quantities it could not do so. The suspension 
of the English Bank Charter Act does not mean that the notes 
become inconvertible, but simply that the fiduciary issues of the 
Bank may be increased beyond the cast-iron limit. The suspen- 
sion of the oft’er of the Indian Government to giv^old for rupees 
in India when asked for would make the rupees ue facto incon- 
vertible in the strict sense of the terms. 

At this point it is convenient to bring in another function of 
money, namely, as a standard measure of values. As already 
observed, in India as a whole the rupee is still king, and all 
prices are estimated in rupees, and not in gold. The ordinary 
native of India knows no more about the gold-exchange standard 
than the ordinary Englishman knows about the mint price of 
gold or the possible differences between the mint and the market 
price. If a monetary system is sound, this is the ignorance of 
the healthy man who knows nothing of the anatomy or physiology 
of his own body. It is a bad thing for a country when the masses 
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of the people begin to feel that something is wrong with the 
currency. 

As regards the possible effect of the gold-exchange standard 
on general prichs in India, the report seems to be absolutely silent. 
And yet it is precisely this aspect of the monetary standard that 
has lately attracted attention all the world over. Everywhere 
there is an outcry against the rise in the cost of living.' The 
rise is complained of in all the countries with tlie gold standard. 
The gold standard is no security, as the last forty years have 
shown, against general movements of prices, down or up. 

Since 1900 there has no doubt been a great rise in general 
prices in Ipdia, and if India had had in every respect precisely 
the same standard and currency as in this country, a rise of 
prices must have been expected. 

But the question of importance is whether the present system 
in India (which is not that of the United Kingdom) is likely to 
aggravate the rise in prices. 

As already shown, the rupee has only an imperfect or impeded 
convertibility. Accordingly, the connection of the rupee with 
general prices is best seen by taking the case of inconvertible 
notes. Such notes have been issued sometimes for a considerable 
period without any depreciation, but in most cases (owing to this 
very difficulty of management) depreciation, to a greater or less 
extent, has taken place eventually, and there is always the fear 
of depreciation. 

It is important to distinguish between the specific deprecia- 
tion of notes as regards gold, and their general depreciation as 
regards commodities. The premium on gold is not always the 
exact measure of the depreciation of the notes as regards com- 
modities.^ That is to say, the purchasing power of the notes 
qua commoditips may be greater or less than is indicated by the 
depreciation as regards gold. There is no doubt a connection 
between the specific and the general depreciation, but sometimes 
the divergence is considerable. 

In the same way, though the rupee remains at the par of the 
gold-exchange standard, its general purchasing power may have 
fallen. Prices in terms of the local currency will depend (other 
things being the same) on the quantity of that currency. If the 
quantity is only slowJj increased (in prcrportion to the work to be 
done), the cumulative effect of new additions will be so much 
longer postponed. But if the means of contraction or withdrawal 

1 The general argument is too long for introduction in this place. Of. My 
Principles of Political Economy, Vol. II. p. 128, Bk. III., Ch. XV., sec. 4. 

B 2 



244 


THE ECONOMIC JOUBNAL 


[JUNE 


are inadequate ; if the convertibility is only partial or suspended , 
then^in time, if new additions are continued, the cumulative effect 
must operate. General rupee prices^will rise, an4 after a certain 
point is reached this general depreciation may lead to specific 
depreciation, in spite of the large reserves held to support the 
foreign exchange (especially if a great part of these reserves is 
documentary and not in gold). 

In such a country as India, with very imperfect credit and 
banking, and with an immense area and population, it is plain 
that additions to the currency operate more directly on prices 
than in modern Western countries. No doubt an increase in 
quantity will take longer to work out its general effect, and 
conversely any contraction such as ‘will effect general prices will 
also take longer. Says Mr. Keynes : “ So long as the rupee is 
worth l5. 4d. in gold ro merchant or manufacturer considers of 
what material it is made when he fixes the price of his product ” 
{op, cit,y p. 12). True : but suppose that the method of keeping 
up this price of the rupee leads to a great and continuous increase 
in the quantity. The method may be quite successful, at any 
rate for a time, as regards the Is. id., but if the quantity of the 
rupee is increased general prices, so far, will rise. 

In this connection a reference may be made to the period of 
the Bank Kestriction in England (1797-1823), when the Bank of 
England was restricted from giving gold for its notes on demand. 
The principles of the case have been well brought out by Bagehot 
in his “Lombard Street. “ The essence of the history is simply 
this : — For the first ten years the notes, though inconvertible, 
remained undepreciated as regards gold. Apparently, the directors 
had acted in the soundest manner. Yet, says Bagehot, when they 
came to give the reasons for their action they have become classical 
by their nonsense. They applied, it is true, a principle of limita- 
tion {hat seems natural enough. They only made advances in 
terms of notes for the bond fide demands of trade, and at a high 
rate of discount. They thought in this way the demands for 
currency were fairly indicated, and that, therefore, there could 
be no depreciation. But they forgot the cumulative effect. None 
of the notes being withdrawn or sent abroad, in time the quantity 
became too great, prices rose, and, inter alia, the price of gold. 
Whether the rise was in both cases exactly the same, is an old 
and interesting question, precisely that old question of the measure 
of depreciation. 

In effect it would appear that the method of limitation now 
adopted as regards the issues of the token rupee is the same 
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as that adopted by the Bank of England in the Eestriction. So 
long as the rupees are issued only in response to a supposed real 
effective demand, it is thought that there can be no depreciation 
(see Beport, p. 19). The specific depreciation as regards gold may 
be guarded against oi^ provided for by the devices used for the 
maintenance of parity, but in the course of time the rupees in 
circulation will accumulate, and after a certain point a rise in 
prices must follow. In the case of India, with its favourable 
balance of trade, the rise in prices must no doubt be considerable 
before the parity of the rupee will be affected for foreign exchange, 
but in the meantime India suffers from the beginnings of a general 
depreciation. And in the end, as already observed, even specific 
depreciation nlay take place, especially if the reserves held are 
in the main documentary and not actually in gold. 

This paper began with the statement Jhat the Beport failed to 
give adequate consideration to certain aspects of Indian currency 
that in the course of time might prove to be of grave concern. In 
conclusion, the omissions and the possible evils may be briefly 
summarised. 

The leading idea in the criticism offered was to refer to the 
primary functions of money. Owing to the necessary interconnec- 
tion of these functions, a treatment of any one involves a reference 
to the rest. 

As regards the function of money as a medium of exchange, 
the Beport, following the practice of the Government of India 
for the last twenty years, considers the rupee mainly from the 
point of view of foreign exchange. It considers the means by 
which the stability of the gold-exchange value of the rupee may 
be safely and most economically secured. It seems to be taken for 
granted that if only this stability is maintained it makes no 
dift'erence to the people of India if their principal metallic cur- 
rency is token money. The opinion of the 1898 Committee that 
the gold standard should be gradually made effective by the use 
of more gold as currency is discarded ; it is argued that to support 
the stability of foreign exchange the gold would be much more 
useful massed in some banking centre, the preference being given 
to London. The ready interchangeability of the coins with the 
corresponding metal within the country (which, under the old 
system, was so convenient) is passed cNer as of no importance. 

The function of money as a store of value is emphasised in 
connection with the accumulation of gold to be used in case of 
need to support the gold-exchange value of the rupee, but the 
more primitive fonn of the store of value in the native hoarding 
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is neglected. The native can no longer hoard silver ; he has not 
the same confidence in the rupee as a token ; therefore, he hoards 
gold, and he is less willing to part with this gold when there is 
a difficulty placed in the way of getting it back. With regard 
to the function of money as a standard measure of value (including 
deferred payments), it seems to be taken for granted in the Eeport 
that if the rupee is only linked to gold for foreign exchange, its 
value or general purchasing power must conform to that of gold 
as determined by the world's markets and the world's banking. It 
seems to be thought that it can make no difference what the 
“intrinsic” value of the rupee may be. If, however, the rupee 
ought to be regarded as partaking of the nature of an inconvertible 
note, this simple relation will not hold good. 

But so far as the rupee is like an inconvertible note, so far 
it is subject to the same* limitations or liable to the same dangers. 
In particular there is the danger (unless the volume is strictly 
limited) of a general rise in prices. If water flows into a reservoir 
in greater amount than to the extent of all the withdrawals, the 
level will rise, though, of course, it would rise more quickly if 
there were no means of withdrawal. As a matter of fact there 
has already taken place in India a great rise in rupee prices. The 
extent and the nature and the causes of the rise are open to 
controversy, but, roughly, since 1900 the rise in prices seems to 
have been associated with the increase in the volume of the rupees. 
If the inflation of the rupee currency has already begun to 
operate, we may expect that in the near future the rise will be 
still more marked. This possibility is serious ; already some of 
the highest authorities have given this rise in prices as one of the 
chief causes of Indian unrest. We know by theory, with abundant 
historical verification, that in a rise of prices due to inconvertible 
paper or any analogous cause the mercantile and trading classes 
gain at the expense of the masses. Even if the rise in prices is 
due to an increase of gold, until the period of transition is over 
the same rule seems to apply. In the case of gold, however, 
there are natural economic forces which in time must limit the 
monetary supply, and so far the level of prices, but in a managed 
currency such as the rupee these natural forces are absent or 
weakened. No one, for example, would melt down rupees to 
make ornaments, but gold coins are constantly so melted. Even 
the Government is not likely to contract the currency by melting 
down rupees, unless the evil of inflation has become intolerable. 
But after a certain point is reached in the inflation, the general 
depreciation in the purchasing power of the rupee must be followed 
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by a specific depreciation as regards gold ; and if this is the case, 
then the main object of the whole policy is defeated. 

To prevent misapprehension, two supplementary observations 
may be made. The Eeport does, no doubt, pay considerable atten- 
tion to possible development of banking and the Use of bank-notes, 
and so far considers the medium of exchange from the point ol 
view of internal requirements. But when we g-re told that’ 90 per 
cent, of the Indian people cannot read, and when we know they 
are very poor, this development of credit is only likely to increase 
the rapidity of the inflation of rupee prices. The Eeport seems 
to think it an evil if gold replaces notes in the circulation, though 
the notes are only convertible into rupees. 

The other observation is of a more general character. It may 
be said that the criticism here offered would apply to any form 
of the gold-exchange standard. So far as^the conditions are essen- 
tially the same, this is quite true ; but the general argument is 
too large to be considered in this place. 

J. Shield Nicholson 
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Wealth: A Brief Explanation of the Causes of Economic Welfare. 
By Edwin Cannan, LL.!)., Professor of Political Economy 
in the University of London. (London : P. S. King & Son. 
1914. Pp. xxiv + 274. Price 3s*. 6ci. net.) 

Hebe is a book to be welcomed by teachers and students : 
the work of an independent and vigorous thinker, who has the 
courage to break away from the customary classifications, and to 
handle the subject in a fresh and original way ; one, moreover, 
who, as a rule, finds the language of ordinary life quite sufficient 
for his purpose. It is hardly ''the heaven-sent book,” for which, 
as Professor Cannan sarcastically remarks in his Preface, teachers 
have so long been in search for use in their classes, because, 
among other reasons, it does not nearly “cover the ground” of 
what is commonly understood by elementary economics ; but we 
may fairly hail it as “a heaven-sent book,” for it may very profit- 
ably form part (at any rate the greater portion of it) of the pre- 
scribed reading of an elementary college or university course. 

Professor Cannan himself tells us emphatically that his book 
is intended for beginners ; and on the whole he is remarkably 
successful in striking the right note for his purpose. He does not 
descend to the vocabulary of childhood, but treats his readers 
as intelligent young men and women ; and he keeps more or less 
on the same plane throughout. Occasionally, indeed, he seems to 
get a little hurried, and passes over rather difficult topics with 
what I cannot help thinking is somewhat inadequate exposition. 
The proposition, for instance, that the law of Decreasing Returns 
is “just as true of manufactures as of agriculture,” would seem 
to call for more than the four sentences which are all that are 
given to its explanation (p. 68). But it will not be difficult to 
insert three or four pages,' here and thei’e, in the later editions, 
where elaboration is necessary. 

In my judgment the most important new departure in the 
book is the emphasis laid on the inheritance of property as a main 
reason for differences of income. The influence of the law gf 
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inheritance is a subject which is commonly passed over without 
mention in elementary, or even in the larger, text-books of English 
political economy. Professor Cannan’s remarks that “so far the 
subject has been very little discussed,” and that “ J. S. Mill, alone 
of the older writers, thought it worthy of consideration, and not 
much has been added since his time,” are perhaps unintf^ntionally 
a little misleading. The whole subject of the legal basis of economic 
activitj^ and the effect of varying conceptions of property is one 
which has been much discussed by the most influential of German 
economists, by Wagner and Schmoller. But the observation is 
true enough, so far as England is concerned ; one might read many 
a stout volume professing to deal with fundamentals, and hardly 
guess from therii that rich men’s sons started with any advantage. 
And Mr. Cannan, by his emphasis on inheritance, does a real 
service to economics, and helps to bring academic discussion into 
closer touch with the facts of life. 

Here, as in many other pages, it is the man of affairs, the 
shrewd observer of things about him, that makes himself heard 
in this book, j^mong other “realistic” sections, let me especially 
commend the analysis in Chapter VIII. of the ordinary conception 
of income. Elsewhere it is the historian of economic theory who 
illuminates a subject by a brief and masterly account of the 
development of thought which led to such and such a formulation ; 
as, for instance, the Malthusian doctrine of population, or Adam 
Smith’s notion of distribution. 

With all these fresh ideas and fresh points of view for the 
greater part of his book, I am not sure whether our author was 
wise in adding the few pages at the end which deal with the 
question of Protection. They seem to repeat a rather customary 
Free Trade teaching in a way which is scarcely of a piece with 
the freshness and actuality of the rest of the book. 

In view of future editions, it may be as well to call attention 
to a couple of statements of fact which can probably be improved. 
We are told on p. 184 that “in our owm time primogeniture plays 
but a small part ; property as a whole is generally divided nearly 
equally between a man’s children by his will, except when the 
eldest has a title” (p. 184). But is this so in the case of the 
other landed gentry of England? Are the effects of “strict settle- 
ment ” so completely made up for by bequests and other arrange- 
ments, as this would suggest? And, in any case, I suppose 
“children” here means sons. On p. 226 it is remarked that 
“Massachusetts and Texas have better claims to be regarded as 
sovereign States than Jamaica or even the Canadian Dominion.” 
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I am not sure what is meant by “sovereign State ” ; but, at any 
rate^so far as the Dominion is concerned, the proposition is open 
to serious question, I should have thought, in any sense — legal 
or economic. Perhaps I might ask also, whether, in discussing the 
inequality in the remuneration of the two sexes, it was really 
Professor Cannan’s intention to omit all reference to the effects of 
the prevailing constitution of the family (with the husband usually 
as the chief bread-winner), and of the expectation of marriage 
on the part of young women. Perhaps he intends to bring all this 
under his formuLn of “amount of output” and “value of unit” ; 
but in one who lays so much stress elsewhere on the economic 
significance of the family, it looks like an oversight. 

W. J. Ashley 

Unemplo7jment. By Prof. A. C. Pioou. (London : Williams 
and Norgate. 1913. Pp. 253. Home University Library. 
l5. and 2s. 6d.) 

The object of this book is to give a survey of the problems of 
unemployment in the spirit of the economist, but in the lan- 
guage of the ordinary citizen. That object has been very fully 
achieved. Professor Pigou’s name and position are, of course, 
ample guarantees that the problem will be examined, not indeed 
without sympathy, but in the white light of economic science. 
At the same time, the language used is effectively simple and free 
from technical terms. The book should, therefore, serve an ex- 
cellent purpose in bringing about a more generaf understanding 
of a problem so easily and so disastrously misunderstood. 

Professor Pigou deals first with the meaning and measurement 
of unemployment. His definition of the term comes in effect to 
this : that “the amount of unemployment which exists in any 
industry is measured by the number of hours’ work ... by which 
the employment of the persons ‘ attached to ’ or ‘ occupied in ’ 
that industry falls short of the number of hours’ work that these 
persons would have been willing to provide at the current rate 
of wages under current conditions of employment.” This defini- 
tion, it is pointed out, includes as unemployment, not only the 
complete idleness of the wholly “unemployed” workman, but 
also the hours lost by the textile operative or the fitter who is 
working “short time.” l^o one will quarrel with Professor Pigou 
for adopting a definition which has this effect. It is, indeed, the 
very first step to any understanding of the problem under review , 
to recognise the hours lost in short time as a form of “unemploy- 
ment,” and conversely to recognise the recurrent idleness of ^e 
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dock labourer at all times, of the bricklayer in winter, and even 
of the boilermaker in the trough of a cyclical depression, as a 
species of “short time ; as hours of work lost by men who none 
the less remain workmen attached to their particular industry. 

From another point of view, Professor Pigou’s definition is 
perhaps still open to criticism of a technical nature. P may be 
suggested that he has not sufficiently defined the position in regard 
to men who are idle because they are on strike or are locked out. 
The idleness of the former would not ; the idleness of the latter 
would apparently come within his definition. Yet neither in 
economic theory nor in practice can any definite line be drawn 
between the two cases. As Professor Pigou refers to the definition 
in Part II. of the National Insurance Act, it may be worth noting 
that there men on strike or locked out are equally treated as 
“unemployed,” and as fulfilling the statutory conditions for 
benefit in Section 86 of the Act, but are then held to be subject 
to a special “disqualification,” under Section 87. 

The succeeding chapters on “Some Popular Explanations of 
Unemployment^” and “Unemployment in a Stationary State,” 
are, from the point of view of clearing away popular errors, among 
the most valuable in the book. But it may be suggested that for 
the ordinary reader the statement that “unemployment is wholly 
caused by maladjustment between wage-rates and demand,” needs 
more explanation than it receives. And when this theory is de- 
veloped, through the statement that “apart from fluctuations there 
could not exisf any unemployment whatever,” into the doctrine 
that, even with the present fluctuations, there need be no unem- 
ployment, “for the wage-rate that workpeople ask for at every 
point in the industrial field might so vary in response to variations 
of demand that there were never anywhere more workpeople than 
employers were willing to engage,” it becomes a paradox of the 
lecture-room hardly worth putting into a work for the ordinary 
citizen, unless it were going to be defended and elaborated at 
some length. For the ordinary citizen in the trough of a trade 
depression sees ships laid up, because there is apparently no de- 
mand for their services at any price at all. He will be only 
confused, not enlightened, by language which suggests that 
boilermakers (whose unemployment percentage now ranges from 
2 to 25) could have constant work in building new ships, if they 
would let their wage-rates be perfectly plastic. 

The chapters on the causes of fluctuations are necessarily brief, 
but contain an interesting summary of various monetary devices 
suggested by Jevons, Professor Irving Fisher, and others, for pre- 
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venting or counteracting those cyclical fluctuations of the aggregate 
wage fund, from which the recurrent crises of exceptional unem- 
ployment arise. As regards the causes of these cyclical fluctuations, 
Professor Pigou suggests that Jevons* sun-spot theory ‘‘may, 
perhaps, contain a larger element of truth than some recent critics 
have been willing to believe.’^* 

Finally, all the principal remedies or palliatives for unemploy- 
ment are passed under review, special prominence being given 
to machinery for securing plasticity of wage-rates and preventing 
industrial disputes, to the working of “short time ’’ in trade depres- 
sions and to insurance. In regard t6 plans for Regularising the 
total demand of labour by compensatory fluctuations in the demand 
on public contracts, Professor Pigou rightly emphasises the point 
that such a proposal “is likely to lessen unemployment when 
mobility is considerable^ but to increase it when mobility is slight.” 

One or two points of detail may be noted in conclusion. On 
page 21, Professor Pigou speaks of the trade union returns of 
unemployment published in the Board of Trade Labour Gazette 
as relating only “to the men in receipt of unemplojment benefit.” 
This is not quite correct. The only returns used are those made 
by unions giving unemployed benefit (because those unions alone 
have any systematic registration of their unemployed members), 
but the returns include men who are not themselves in receipt of 
benefit, i.e., are not yet entitled to it or have exhausted their 
claims. In the argument on pp. 63 -68, it may be suggested that 
there is a slight confusion between “efficiency ” anS the “standard 
of living ” as determining the supply of labour to an occupation. 
Variations of efficiency would not tend to attract an over-supply 
of labour, provided that the standard of living of, i.e,, the earnings 
demanded by the less efficient were as high as that of the more 
efficient. W. H. Beveridge 


Money-Changing : An Introduction to Foreign Exchange, By 
Hartley Withers. (London : Smith, Elder & Co. 1913. 
Pp. viii + 183. Price 5^. net.) 

In this latest production of Mr. Withers we find all the 
admirable qualities his earlier books have led us to expect from 
him. He always goes * straight to vital issues : he avoids 
technicalities and formulas : his exposition is perfectly clear, 
and his style almost dangerously easy and attractive. We are so 
skilfully led that we hardly realise the difficulties we are taken 
over. Those who think nothing profound but the unintelligible 
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may incline to belittle the book on this very account. But if 
Mr. Withers is simple, it is the kind of simplicity we often 
(perhaps only) find in the great masters : the result of a firm, 
clear grasp of essentials. It is the very opposite of the trivial 
or superficial. 

Mr. Withers himself makes a very modest claim for his book 
(pp. 175-6). He tells us that he has avoided technical detail, 
and has only tried to show what foreign exchange means, how it 
is done, and what are the main causes which determine the 
rates. For the rest he refers his readers to Lord Goschen, Mr. 
Clare, and Mr.^Escher. But his own book is, of course, more 
up to date than Lord Goschen’s ; it is clearer than Mr. Escher’s ; 
it is simpler and less technical than Mr. Clare’s. It will 
probably prove the best introduction to the foreign exchanges for 
those students whose interest is not so much in the business of 
exchange as in the relation of the foreign exchanges to the 
general economic system. 

Passing to special points, it must be said at the outset that 
the least felicitous thing in the book is its title. The term 
Money-changing is not an adequate description of foreign 
exchange. Money -changing may arise within a country, as when 
in England silver coin is exchanged for gold, often at a serious 
discount ; or gold for copper, sometimes at a discount, sometimes 
at a premium. But these rates are not foreign exchange rates. 
Again, the sovereign is current in Egypt, India, and Argentina 
as well as in England. No money-changing is required, there- 
fore, in transactions for payment between these countries. But 
exchange rates arise, just as they arose between towns in the 
same country before the nineteenth century. Exchange is 
essentially an afi'air, not of money-changing, but of remittance. 
It arises whenever we have to pass the frontier of a free remittance 
system, such as the banks of most countries now provide within 
national limits. 

Some of us will not find Mr. Withers’s use of the term 
“standard” quite convenient, where, as in Chapter I., he is 
describing currency systems. India, he says, does not want a 
gold standard, much less a gold currency. She does not want a 
gold currency, granted ; but (since 1899) she has a gold standard ; 
and this not merely in a legal sense, but in the real and primary 
sense that all Indian currency values now move as the value of 
gold moves. No doubt the standard is maintained by selling 
exchange, not by internal convertibility, and this justifies the 
special term gold exchange standard. But if, and so long as, the 
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system works, the standard really is gold, not “semi-gold,” as 
TMr. Withers has it. 

^t is a small matter, but perhaps Mr. Withers insists rather 
overmuch that England is the only country that really and un- 
conditionally pays in gold. Amsterdam pays in gold. So does 
the United States. Mr. Withers says it does not, because gold 
can only be obtained there against gold certificates, and there 
are other forms of legal currency “which carry no claim to be 
paid in gold” (p. 157 and p. 173). But it is a first principle of 
both parties in the United States that “a dollar shall always be 
a dollar,” and it is the duty of the U.S. Treasury to maintain 
parity between all forms of legal tender money. (As to the 
greenbacks, of which Mr. Withers .speaks on p. 7, the Treasury 
is expressly required by the law of March 14th, 1900, to redeem 
these on demand in standard gold coin, and holds a redemption 
reserve of £30,000,00(f for this purpose.) In this respect (of 
parity) the American arrangements are better than our own, for 
even divisionary silver will be exchanged by the Treasury. Are 
gold certificates ever at a premium, as against other forms of 
American money? The real difficulty in the United States was 
that from time to time, as in 1907, all forms of legal tender 
money (notes included) went to a premium as against the cheque. 
This was because, with their old inelastic banking system, a 
crisis meant general suspension of payments. There are many 
countries, too, which are always ready to sell fixed gold 
exchange, w^hich is payment in gold so far as foreign exchange is 
concerned. 

Mr. Withers is, of course, right in maintaining that in the 
case of certain countries obstructions are placed on the export 
of gold, Exchange on Berlin, e.g., may rise well above the gold 
point, and yet no gold may come. But in illustrating this he 
seems to put the Berlin gold point too low. He makes the charge 
5 pf. Deutsch (Arbitrage, 1904) makes it 12 pf., which seems 
to compare more reasonably with the 10 cent (Deutsch, 
11 cent) charge from Paris. No doubt these rates vary 
according to circumstances, and cannot be precisely stated. The 
rate to America, Mr. Withers tells us (p. 157), has recently 
risen. 

His account of the tables of exchange is particularly good; 
he has taken as much trouble to explain the rates made in the 
London market as the more usually quoted rates made abroad. 
Our tables are rightly described by him as “a medley of con- 
fusion.” They contrast in a striking way with the perfect lucidity ^ 
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of the Paris table. Why, by the way, is there no quotation of 
Mexican rates? It is estimated that some £150,000,000 of foreign 
capital are invested in Mexico, the returns to which may be 
affected by the rate of exchange. 

In Chapter III., where he analyses international indebted- 
ness, Mr. Withers has a useful classification of couiitries in 
lespect of the exchange position created by their relations as 
borrowers and lenders, showing clearly that an excess of imports 
may be either a sign of weakness or of strength. Here he has 
adopted a method of bringing loan transactions into more obvious 
relation to transactions in goods by always treating them as 
exports and imports of coupons and securities. Many readers will 
find this convenient. 

Continuing the same subject in Chapter IV., Mr. Withers 
remarks that from the returns we seem to export more silver 
than we import. “It might be inferred lihat we produce silver 
from our own mines. . . . What happens is that our metal 
brokers add their commissions to the total of the exports. “ But 
these commissions would not alone account for the large differ- 
ence. The explanation is, as Messrs. Pixley and Abell have pointed 
out, that the figures of import do not include silver in ores, 
valued in 1912 at £1,526,176, and in 1913 at £1,175,206. There 
may be further silver arising from our mines of lead. On the 
other hand, it is probable that the returns take no account of 
imports and exports of British coin circulating in the Colonies. 
This would affect the balance for any particular year, and 
generally by increasing the exports. 

Chapters V. and VI., on Commercial Bills and Finance Bills, 
are in Mr. Withers’s most characteristic vein. Nothing could 
be better than his account of the documentary bill accepted by 
Eudesheimers, or than his example of the French “wine-maker,” 
who at the same time that he is drawing a bill for £1,000 worth 
of champagne on an English merchant happens to be owing 
£1,000 to an English market-gardener for rhubarb. So, in 
passing to Finance Bills, he has a curious historical illustration 
from the thirteenth century in the bills drawn by Pope Alex- 
ander IV. on the English Bishops, who had to accept them 
under threat of excommunication — an effective but unsatisfactory 
substitute for collateral. Both documentary and finance bills 
often present difficulties to the student ; but no one will find 
any obscurities in Mr. Withers’s handling of these topics. 

The chapter on Discount and Exchange is very good ; but 
perhaps more might have been said about the pull of the discount 
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raje, and more especially on the way in which it may, and at 
times must override, temporarily at least, the course of exchange 
which would naturally arise from the balance of indebtedness. 
In an early chapter (p. 42) Mr. Withers had said : — “No country 
can afford to leave its exchange unregulated. . . . The only 
country that leaves its exchange to its own devices is America, 
and the results . . . make the American business world clamour 
continually for a regulating body.” It would have b^en interest- 
ing if he had enlarged on this text, and explained the various 
methods of regulation. In the same way the reader, while 
grateful for what is said on p. 162 about the “speculative and 
spectacular motives” that sometimes explain gold shipments, 
would gladly hear more on this subject. 

The chapter dealing with bullion movements, in which the 
passage just referred to occurs, is full of information new to most 
of us, especially as regards the bullion market, here sketched for 
the first time. Here again further detail, if obtainable, would be 
welcome ; but what is given is of great interest. 

In a brief conclusion Mr. Withers tells us what, in his 
opinion, is the chief advantage the ordinary student may gain 
from a study of exchange. It is “a closer grasp of the elementary 
fact, so often overlooked, that international trade is an exchange*^ 
of goods and services.” Undoubtedly the analysis of indebted- 
ness is of primary importance ; not, however, a particularly 
elementary matter. Nor will many of us accept the kind of reason- 
ing, based on “exports must equal imj:x>rts” lines, which Mr. 
Withers seems to regard as one of the most important corollaries 
of this analysis. By analogous reasoning it might be proved that 
no individual could ever make a loss in business or go bankrupt. 
We had ample experience of national bankruptcy in the period 
1876-94, and we may have more in the future. The very 
difficult questions which arise when w^e attempt to discover the 
ultimate effect of various kinds of international operations on the 
real prosperity and strength of the countries concerned cannot 
be determined by reference to formulas of this kind. If they 
seem obvious, it is because they are empty. Like “one man, 
one vote,” they may satisfy the ear. But they have no further 
use. They are too vague and verbal to aid us in making the 
difficult distinctions, and taking account of the significant condi- 
tions, on which the real and lasting advantage of any given 
international operation depends. 

Here we must leave a book which it has been a great pleasure 
to read. Perhaps, as often happens, undue space has been 
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occupied by discussion of minor points of difference; but this 
must not be taken to imply any want of appreciation of the 
work as a whole. It may be doubted whether real familigft-ity 
with the working of the exchanges can ever be acquired from 
books of any sort ; and Mr. Withers expressly tells us that it 
w^as not his aim to compete with the business manuals of 
arbitrage. But he has certainly given us an admirable exposition 
of all the main influences that affect the foreign exchanges ; and 
the student who masters it will not find that he will learn much 
more on these vital points from the other books to which Mr. 
Withers refers him. The work is vivid with actuality, always 
perfectly lucid, often fascinating. There have been many able 
and a few clear works on exchange ; this is perhaps the first 
which could be called positively attractive. What is the secret 
of the charm? Why does Mr. Withers attract, even when dealing 
with subjects which usually repel? One recalls a quaint passage, 
written nearly 150 years ago, by that great monetary authority 
of his day, Sir James Steuart : — “Q. Why does the doctrine of 
money appear so intricate? A. Because it is perplexed with 
jargon.’* Mr. Withers is the sworn foe of all jargon. He has a 
special gift for stripping it off, and getting as directly as may 
fhe at the realities which the jargon had obscured. For this his 
works will live, and deserve to live. H. S. Foxwell 

Le Thaler de Marie-Therese : Etude de Sociologie et d'Histoire 
^conomiqu^. By Marcel-Maurice Fischel. (Paris : Giard 
et Brifere. 1912. Pp. xxxi. +208. Price 5 francs.) 

From the middle of the eighteenth century down to the present 
time there have been certain parts of Africa and Asia in which 
the thaler of Marie-Therese has been par excellence the coin of 
acceptability — not any Austrian thaler, but one bearing with 
unalterable fidelity the effigy of the mature Empress ; and to meet 
an insistent demand the Austrian Mint, rejecting the innovation 
of milled edges and all other changes, has never ceased to pour 
out these coins, constant to the least detail and still dated 1780. 
In 1912 4,082,200 of such coins were newly issued. In the 
Abyssinian campaigns of 1865 and 1889 our own armies discovered 
that Theresan dollars were amongst the most necessary munitions 
of war, and that their purchasing power, as compared with that 
of other coins, was quite out of proportion to their intrinsic value. 
It is said that in Central Africa one can obtain two five-franc 
pieces for a thaler, the par value of which in European money 
markets is about two francs fifty centimes. For the Italian cam- 
No. 94; — VOL. XXTV. ^ 
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paign in Tripoli the Viennese mints had need to work 
overtime. 

iThe currency problem set us by these historical facts is ex- 
ceedingly curious. Austria has never possessed silver mines of 
the first importance, such as explain in a most natural way the 
supremacy of the pieces of eight of Spain and, subsequently, of 
the Mexican dollar. She has never enjoyed wide trading connec- 
tions or colonial and imperial possessions such as are now estab- 
lishing, in combination with the control of the Australian and 
South African gold mines, the supremacy of the British sovereign. 
Of all European countries, the Austria of the latter half of the 
' eighteenth century seems to have had the least natural advantages 
for establishing a coin of cosmopolijfcan importance. To the solu- 
tion of this problem M. Fischel has set himself, with the aid 
of much out-of-the-way learning in more than one field, 
imbued with the artistic, rather than the pedantic, possibilities 
of his subject, combining, as only a Frenchman can, a highly 
romantic view of the curiosity of his quest with a keen desire 
to rationalise it, and taking a great delight in the amazing juxta- 
positions, which can be wrought, when left quite to themselves, 
by the fortuitous workings of chance wuth design. 

He discovers the first link of the chain in the extremely back- 
ward condition of eighteenth-century Austria and her freedom 
from the commercial ideas of the age. All the rest of Europe 
w^ere mercantilist, and put wdiat difficulties they could in the way 
of the exportation of coin. To the statesmen cf Austria, who 
did not concern themselves with the commercial development 
of their country, ideas so subtle were altogether foreign. While 
France, England, and Prussia were prohibiting the traffic of coin, 
the Austrian authorities noticed only that their mints were making 
some slight profit, and, when in 1773 the business in thalers 
showed some signs of falling off, even instituted an inquiry 
amongst Greek and Turkish merchants as to the causes of this 
waning popularity. Having struck at last on a commercial 
product which hit off as nearly as possible the taste of their 
customers, they were content with it. And the old-established 
House of Habsburg have turned out for a century and a half, 
as though it were Eowland's Macassar Oil or a Bath Oliver 
biscuit, a thoroughly saund and reliable article, none genuine 
without the signature of tKe now long-sainted Mrs. M. Th^rfese. 
After all, the business has not changed hands, though the branch 
at Venice had to be closed down, and is still under the personal 
management of her great-great-grandson. 
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Thus, in the innocence of her heart, the Empfiss anticipated 
Adam Smith and discovered the truth, which was hid from 
Colbert and Frederic of Prussia, that a country’s money is, after 
all, no more than a commodity, well able, under the guidance of 
supply and demand, to take care of itself. But how, in the first 
instance, did the fact that there was a demand for such a commodity 
come to notice? The balance of trade between Europe and the 
Levant in the eighteenth century was, as is now the case between 
Europe and India, habitually adverse to Europe. Egypt and 
the Levant demanded on a large scale the silver, for the 
American supply of which Europe was the intermediary ; while 
what Europe required was mainly goods. It is said that in the 
last quarter of the eighteenth century two-thirds of Austria’s 
commercial purchases in the East had to be paid for in actual coin, 
while even France, who had in her hands a large part of the 
trading connection with the Levant, had to* meet a trade balance 
habitually adverse. In Europe, where the American supplies were 
available, silver was relatively abundant, while in the Near East 
it was scarce ; this scarcity had stood in the way of the develop- 
ment of the use oT money for exchange or for hoards, especially in 
remote districts, so that, as the scarcity came to an end, the 
demand to be satisfied was large; and, besides, Turkey, then as 
now, even when bullion was available, never set her mints seriously 
to cope with the demand for silver money. The Near East had, 
therefore, a large and recurrent demand for foreign silver coin, 
and had also the^means to afford it. Formerly, the Spanish and 
Mexican dollars had played their part. But for no small part of 
the eighteenth century the Spanish market was closed to France, 
and this, together with the want of uniformity in the piastres of 
Seville, cut off the opportunities of the older coin. The Eixdales 
of Holland were of poor alloy. In the way of France, the natural 
purveyor at that time of American silver to the East, stood her 
policy of mercantilism. Austria alone of Turkey’s neighbours was 
prepared to put on the market as a commercial product a 
handsome uniform coin of a high degree of fineness. 

It is not unnatural, therefore, that the Austrian thaler should 
have served a purpose in 1780. But how has it come to maintain 
its extraordinary vogue ever since? When first the thaler left 
the ports of Marseilles or Leghorn, it pgbssed into the hands of 
Greek and Jewish merchants. But the coffee of Moka and other 
products of Africa and Asia Minor only reached such hands in 
Levantine ports, whereas the land trade through Egypt, Mesopo- 
tamia, Arabia, the Sahara, and the Soudan was, and for many 

s 2 
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centuries had Bfeen, entirely in the hands of the Arabs. It was the 
teste of the Bedouin, therefore, that ultimately determined which 
of rival coins was to hold its own. It is in the trail of the Bedouin, 
in Syria, Mesopotamia, Arabia, Nubia, the Upper Nile, Abyssinia, 
Erythrea, Tripoli, Somaliland, and to the boundaries of Nigeria, 
and in these countries only, that we find to this day the currency 
of Theresan thalers. The map of Arab influence is the map also 
of the territory of Theresan circulation. 

Thus it is in the ethnological and social history of the Arabs 
that we must seek, according to M. Fischel, for an explanation 
of the extraordinary fascination of this particular coin, a coin 
taken by them, not in its character of bullion certificate, but as an 
object of aesthetic importance, of personal distinction and adorn- 
ment. Into these researches we must not follow him in detail. 
A coin, he says, is a symbol of sovereignty, and the Arabs pre- 
ferred the coin of a power which had no pretensions whatever 
to sovereignty in the desert. The thaler is of silver ; and in the 
East “I’argent a toujours H6 I’objet d’un culte fort e:^lusif,” 
and “ce culte est meme si repandu en Extreme-Orient que Ton 
a pu, ^ propos des Chinois, opposer le go^ de race jaune pour 
le metal blanc au gout de la race blanch^pour le mtHal jaune.” 
But above all the explanation is to be found in the position of 
women in Arab society and in their exclusive predilection for the 
image of the Austrian Empress. In her coiffure jewelled pin, her 
massive bust and ample luxurious features, the Arab temperament 
finds its fullest satisfaction. And it is for these reasons primarily 
that the great lady has found her way to parts of Africa where 
no other white woman has even yet been seen, and has remained 
married for many generations to the Arabian imagination. What 
we learn as the motto of her race in our school history books — 
Bella gerant alii, tu felix Austria nube — has won another 
justification. 

It cannot be maintained that all M. Fischel’s researches, 
whether into Austrian politics in the eighteenth century or into the 
social customs of pre-Mahommedan Arabia, are strictly germane 
to his ostensible subject. But the thaler of Marie-Th^rfese gives 
him a very good plot. No one ought to grudge a little such 
licence to so entertaining an economic historian. 

J. M. Keynes 
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The Influence of the Gold Supply on Prices and Profits, By Sir 
David Barbour, K.C.S.I., K.C.M.G. (London : Macmiflan 
and Co. 1913. Pp. xii + 104. Price 3s, 6d. net.) 

Sir David Barbour is too well known, both as a practical 
financial expert and as a writer on monetary problems, tc need 
any introduction, but it may be well to remind the youi^er 
generation that he was one of the most active members oi the 
Koyal Commission on Gold and Silver which reported in 1888, 
and was Financial Member of the Council of the Governor-General 
of India from 1888 to 1893, in which latter year he was responsible 
for the closure of the Indian Mints. Sir David Barbour has bad 
the advantage of living through most important currency changes 
of modern times ; and he has throughout taken as his master 
Kicardo. The present book is an application*of Kicardo’s principles 
and methods to modern monetary conditions. The basic idea 
appealed to is that the relative exchange values of commodities 
are determined by real causes, and that relative prices, when time 
is allowed, musUbe adjusted to relative values. No doubt the 
qualification — ‘‘ whenltoe is allowed*' — is of the greatest practical 
importance, because set of changes may not have produced its 
full effect before other influences may be brought into action. In 
the old phraseology the readjustment of prices expresses a tendency 
which is liable to be counteracted. It follows from the general 
principle that if, owing to an increase in the supply of gold, prices 
rise in one parf of the system of gold-standard countries, the 
influence of the rise must be diffused through the rest of the 
system, otherwise there would be a real disturbance of relative 
values, and the balance of trade would be upset. In other words, 
gold must be so distributed through the gold-using countries that 
trade will be carried on on the same terms as if any other measure 
of values (or none) were adopted. We have been told recently 
that the bill on London is the currency of the world, and that in 
1912 bills on London reached the total of £1,805 millions 
sterling, as against a total export and import trade of £1,231 
millions. The bill on London is the world’s currency because 
in the last resort it can be met with gold. In fact, the 
gold is seldom asked for, but the whole system rests on the 
metallic basis. Some economists in recent years have been so 
much impressed by the magnitude of credit instruments of all 
kinds — for, after all, the bill on London is only a small part of 
the show — that they have supposed the effect of the gold supplies 
on prices is negligible, and that representative money, as Jevons 
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^called it, is of overwhelming importance. This is only the old 
fallacy of inconvertible paper in another form. The lesson of the 
1907 crisis in the United States ought to have shown, even to 
the most modern of the moderns, that gold is the foundation- 
stone of the whole building. We have been taught by Cournot 
and his successors that continuity is the soul of economics. The 
principle can be applied to gold and credit. Between the absolute 
inconvertibility of the old assignats and the deferred or suspended 
or impeded convertibility of the latest gold-exchange standard^ 
there are only insensible gradations. Sir David Barbour has done 
well to recall the old teaching of the greatest (save one) of masters 
of those who know; for, next to Adam Smith, David Kicardo is 
still the most energising of writers on economics, especially on 
matters of currency. He had lived through the period of the Bank 
Eestriction and knew ‘Hhe meaning of money,” both in practice 
and in theory. The second David has adopted not only the matter, 
but the manner of the elder. The argument is put in the tersest 
possible words, and the reader is often left to make his own 
hypothesis according to the sense of the context. But there is 
never any doubt as to the meaning, if the reader will take the 
trouble to follow the argument. And the argument is well worth 
following ; it puts old truths unashamedly, though it does not 
pretend that there is no more to be said on the difficulties of 
periods of transition. It shows very clearly that even the latest 
banking business needs a skeleton, and that gold is the anatomy 
which must support the matchless complexions of credit. 

At the present time, when a good deal of the older learning 
on money is neglected, this re-statement of the central positions 
with applications to actual conditions ought to be of great value, 
and from this point of view the lucid brevity of the writer is 
to be greatly commended. 

J. Shield Nicholson 

Etudes sur la formation et le mouvement dcs prix. By Marcel 
Lenoir. (Paris : Giard et Briere. 1913. Pp. viii. -f201.) 

The first part of this book deals theoretically with the deter- 
mination of price. On the demand side a start is made with the 
most fundamental of. facts as they are passed over from the 
psychologist to the economist. The procedure in its general lines 
is not unlike that of Mr. Johnson in a recent volume of this 

1 The relation of the gold-exchange standard to the scheme suggested by Ricardo 
in his Proposals for cm Economical and Seewre Ctirrency is not touched on by Sir 
David Barbour in the present work, and is a matter of considerable difficulty.4 
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journal. Taking two commodities as variables, the author points 
out that a number of indifference curves (equal utility curves) fan 
be theoretically traced , and demonstrates that every utility curve 
can be completed as a closed figure, if it may be assumed that the 
consumer can be satiated with both commodities and is incon- 
venienced when he receives more of either than the amount which 
fully satisfies hiin. This only needs stating to be evident, ^or 
when satiety with respect to either commodity is reached, and 
yet more of it is received, it is needful that more of the other should 
be offered in order to make up for the inconvenience of the excess ; 
and when satiety, with regard to both commodities is passed, and 
the holding of one of them increases, it is needful to be relieved 
of excesses of the other, if utility is to be kept constant. Given 
the possibility of over-supply of both articles, the closed figures 
become smaller and smaller with increase of both articles until 
the shrinkage culminates in a point, as the author shows. From 
any given closed figure demand can be derived by taking tangents. 
The operation produces two demand curves, or curves of exchange 
rates, the unu^al onp starting remote from OY and moving 
towards it. This second curve is of no practical importance, since 
it indicates demand (or rates of. exchange which keep utility con- 
stant) when the purchasing commodity has marginal disutility 
instead of marginal utility. It rounds off theory, however, to 
recognise its implicit existence. 

Proceeding to the composition of demand, the author does 
not discuss the* modification of private demand by the extent of 
demand in general. On the demand side of the problem of value 
it is not so needful to trace the reactions of aggregated action 
on individual action as on the supply side ; but on the latter side 
also composition is assumed by our author to be simple. Still the 
treatment of supply is adequate for the purposes of the in- 
vestigation. 

The second part of the book seeks some confirmation of theory 
in an examination of movements of prices and variations in such 
measurable things as should have a bearing on them. Trade cycles 
are treated in Chapter II. of this part almost entirely with refer- 
ence to discounting, discount rates, and the production of the 
precious metals. Of the next four chapters the prices of coal, 
corn, cotton, and coffee form the subrtance. One leading idea 
of the analysis is to compare price variations with consumption, 
production or stock, the state of trade (as indicated by the con- 
sumption of coal), and the supply of money. Coimections are 
shown by diagrams and by correlations. In conclusion, general 
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prices, as revealed by index numbers, are studied. It is claimed 
that the concrete part of the inquiry does something to establish 
the reality of economic laws ; and the claim may be admitted. 
The book is to be commended for its scientific method and 
thoroughness ; and the author is to be complimented on the read- 
able way in which he has presented results obtained by the 
application of a highly technical apparatus. 

S. J. Chapman 

The Value of Organised Speculation. By Harrison H. Brace. 

(New York : Houghton Miflflin. 1913.) 

The title of this book is itself a contribution to clear 
thinking on the subject of speculation. So long as the future 
remains partly unseen, the world cannot get a living without 
risk ; and so long as rirk has to be borne, there must be the risk- 
bearer, the speculator. Our choice, therefore, is not between 
speculation and its absence, but between si>eculation separated 
and borne in markets organised to give free play to the exj)ert 
and si)eculation entangled in the processes *of production or carried 
out by amateurs whose one-sided optimism tends to increase the 
number and extent of price fluctuations and, therefore, the amount 
of risk which the world has to bear. 

Mr. Brace gives up a chapter to answer the question : “If 
not organised speculation, what is the alternative? “ In answer- 
ing the question he deals summarily and convincingly with pro- 
posals such as those to prohibit short selling, which would merely 
cripple one side of the market and Aveaken the power of the 
expert to make effective his superior ability to forecast the future. 
Organised speculation, he maintains, does not on the whole 
exercise a greater demoralising effect on individuals than specula- 
tion which is unorganised ; while on the other hand its abolition 
would involve the downfall of many small business houses and 
the growth of large interests which would be superior in risk- 
bearing in consequence of their monopolistic control of industry. 
As, therefore, risk cannot be eliminated from business, and as the 
only practicable alternative to organised speculation merely adds 
uncompensated evils, we need to accept in i>rmciple the existing 
system by which the business world “puts out” a part of its 
risk-bearing in the organised speculative markets. 

It seems that in Mr. Brace’s view it is not practicable to do 
much to fence this dangerous machinery in the way of legislative 
action analogous to the Factory Acts, though some technica,! 
reforms may be carried out by the governing body of the Exchange. 
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But his main conclusion, a bold but logical one, is that reform 
can be attained only by educating the amateur speculator to use 
the market, not for scalping or gambling purposes, but 
instrument on which to exercise a trained intelligence. 

This argument is clearly insufficient as it stands ; it obtains 
its full weight only when reinforced by the conclusions of the 
earlier chapters dealing with the functions of organised^specula- 
tion ; its direct effects on price ; its indirect effects on the market, 
and its moral and social value. These chapters are too rich in 
material and suggestion to be discussed at all adequately in a 
review of reasonable length. They leave on the mind an impres- 
sion of a speculative market as a nucleus of experts — an intensely 
active centre encircled by a wide penumbra of amateurs impervious 
to the suggestion of economic events, but highly sensitive to 
suggestion from the experts at the centre. ^ Sensitive, however, in 
one way only ; they can be counted upon to multiply the influence 
of an expert bull campaign and to hold on long enough to enable 
the experts to unload at a profit. But on the other side of the 
market the bear gxpert acts unaided, and, indeed, can act vigorously 
only when prices are distinctly above the true “consumption 
basis.” In a market so constituted daily fluctuations are larger 
and more frequent, but extreme fluctuations narrower and more 
rare, than in one which is not organised to give scope to the 
bears; prices are constantly rising from the “consumption basis” 
which marks their minimum, and accordingly move about a mean 
which is above the level at which the stock or produce passes into 
the hands of the investor or consumer. This surplus price, paid 
mainly by the amateur speculator who trusts in his star, goes in 
part to the producer and in part to the experts forming the 
nucleus of the market. 

The chapter dealing with the destructive effects of the market 
on morality and individual fortunes is marked with the same 
penetration, reasonableness, and moderation. The argument in 
this and the other chapters is mainly a priori and is not susceptible 
of inductive proof ; but this is in the nature of the subject, and the 
evident intimacy of the author with the practice of the market 
gives one great confidence that the weights which he assigns to 
the various parts of the argument are, at any rate, not far from 
the truth. In this particular chapter his conclusion is that the 
speculative exchange has great destructive effects on character 
and individual well-being ; he doubts, however, whether these 
effects are greater than would result from unorganised speculation, 
and recognises that one may reasonably lean towards optimism 
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in judging an organisation which is so recent in growth and so 
su^eptible of improvement with the advance of general intelli- 
gence and knowledge. 

To attain perfection in dealing with this subject, an author 
would need to give more even than an acute and able discussion 
of the more prominent aspects of speculation in the principal 
markets ; he would need to add an exposition of the more funda- 
mental theory underlying the wwk of the speculator, a theory 
which, on the one hand, would give an assurance that the dis- 
cussion was exhaustive, and on the other would distinguish those 
social services which are necessarily supplied .in every act of 
speculation from those effects, good or bad, which must be added 
to, or subtracted from, the value o*f this service, and which vary 
with the circumstances of the particular market or commodity. 

Mr. Brace gives us acute reasoning and original inferences, 
but not that comprehensive theoretical view which alone can be 
entirely satisfying ; and this results in the omission of some con- 
siderations which are w^orth bringing out. 

If one starts from fundamentals he must regard the work of 
the speculator as strictly analogous to that of the trader ; the 
one carrying between two points separated in time, the other 
between two points separated in space. The essential service, 
then, which is present in every speculative operation is this 
act of carrying, and the most im])ortant element in the cost of 
producing this service is risk-bearing. One of the important 
indications of the success of the speculative mafket in reducing 
the amount of risk borne is a narrowing of the fluctuations in 
price. But it follows that price regulation is not, as I think 
Mr. Brace would hold, the direct and most important service of 
the speculator ; it is surely only an effect of his real service of 
carrying, an index of an economy which he effects in his principal 
element of cost. It seems clear that even if the speculative market 
brought about no improvement in prices, it would still be ex- 
tremely useful in its work of carrying through time or of risk- 
bearing, for business people who were more profitably occupied 
with other things. 

There is another point which appears in this theoretical view 
of the matter. The speculative act of carrying is bounded at 
one end by a purchase and at the other by a sale. It resembles 
in this respect any other act of production, but it differs from 
these other acts in a most important respect ; it differs in the fact 
that the speculator has superior knowledge of the commodity 
in which be is dealing, and accordingly may be enabled to e^act 
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a price for his services out of all proportion to their value. This, 
however, he cannot do in the presence of speculators equally well 
informed, whose competition will maintain prices at a level which 
will give on the average a fair return to the work of risk-bearing. 
One has only to compare in thought a speculative real estate 
market with an organised speculative wheat market to realise 
how vitally important competition is in protecting iuvestor or 
consumer from being ambushed by any chance speculator and 
plundered in the name of superior intelligence. These exceptional 
opportunities for deception give rise to considerations which seem 
to he of the first importance; but, important or not, their whole 
weight goes to reinforce the argument of the author. 

There are some other inferences of minor im|X)rtance, with 
which Mr. Brace does not deal; most people, however, will be 
more interested in having the final x’s^ and y’s valued than in 
following their logical progress through the sum to the answer, and 
they will find here what they require. It is not to be 
supposed that the book lacks theory; on the contrary, it is full 
of short train^of reasoning, always persuasive and often original. 
The author has happily contrived that his intimacy with the 
subject-matter should not affect the moderation of his judgment, 
and that, in its turn, this moderation has not detracted from the 
vigour of his argument. His book seems to me to be a sound 
and valuable contribution to the subject. 

P. Lavington 

• 

English Taxation, 1640-1799 : An Essay on Policy and Opinion. 

By William Kennedy. (Series of the London School of 

Econonaics. London ; Bell & Son. 1913. Pp. ix. + 199.) 

Mb. Kennedy calls his book “an essay on the basis of Dowell’s 
record — amplified on points ... on which Dowell is inadequate.” 
He claims, and with justice, that he has amplified Dowell’s 
statements of fact, especially in connection with “the interregnum 
and the direct taxes of the seventeenth century ” ; but his chief 
contribution is covered by the sub-title. He is concerned with 
the opinion that lay behind taxation policies. It is hard to 
condense the vapours of opinion and pour them into ticketed 
literary bottles ; and in all histories of opinion there is a tempta- 
tion to overrate the importance of the people who happened to 
write or whose writings chance to have survived accessibly. Mr. 
Kennedy has been on his guard against these risks, and he tries, 
so far as material will permit, to distinguish the mere voces 
clamantium from those voices which seem representative of the 
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silent crowds, in or out of Parliament, to whose opinions policy 
must approximately conform. As our tax histories are few, and 
as their authors have rarely been interested in questions of this 
kind, he has an almost virgin field, from which he has gathered 
a good crop. 

His thought is dominated by the relation of early tax policies 
to contemporary policy, and above all to the policy of income 
taxes. This being so, it is perhaps a slight blemish that, in his 
introductory discussion, he should treat the tenth and fifteenth too 
exclusively as a tax on movables. It sprang from the taxation 
of “redditus et mobilia,” and the Tudor subsidies had really the 
same foundation. I cannot regard their more systematic attempt 
to get at certain forms of income as an “important change in 
the standard of distribution” (p. 18). But this lies outside Mr. 
Kennedy’s main discussion. 

A good deal of that discussion turns about the policy of exempt- 
ing “the poor man” — by which Mr. Kennedy tells us he means 
the ordinary wage-earner — from taxation. “For the century pre- 
ceding the Long Parliament the tradition was e:§:emption ” (see 
pp. 22, 83). Customs affected the poor man little, if at all. The 
subsidy had become “a tax on the middle sort and the gentry.” 
Poll taxes had gone out of fashion. There was neither a practice 
nor a theory of taxing the poor man systematically. Both de- 
veloped in the later seventeenth century. The Kestoration Excise, 
at first a very tolerable levy that does not deserve the denunciation 
which it has received, grew and extended rapidly after the Eevolu- 
tion; although the revived poll taxes had a short life, and the 
hearth tax passed over the heads of the poor. Meanwhile, thinkers 
put forward the principle of universal payment for State protection. 
Mr. Kennedy regards “the acceptance in the seventeenth century 
of the doctrine that the poor man should pay taxation” [? taxes] 
as “one of the landmarks in English political opinion.” The 
materials for judging how far the exemption was deliberate for the 
period 1540-1640 are, of course, scanty. It is not easy to get 
at Mr. Kennedy’s opinion on the matter. After pointing out that 
the poor ceased to be charged to the subsidy about 1540, he says 
that, for the next century, they “were very nearly exempt . . . 
both in intention and practice. Policy, therefore [why “there- 
fore ” ?J , varied ; the poor were sometimes made to bear a share 
of the burden of taxation and sometimes were exempted. It is 
probable also that there was no consistent opinion on the problem 
involved ; certainly the literature of the first half of the sixteenth 
century . . . does not give evidence of any doctrine that the pom: 
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either should or should not pay taxes ” (p. 83), [Then what about 
“intention,” of which no further evidence is given?] 

In the mid-eighteenth century, as is well known, though 
Mr. Kennedy illustrates the point with plenty of out-of-the-way 
knowledge, the notion that all should pay taxes prevailed, some- 
times taking shape in the Walpolian dogma that the most general 
tax was necessarily the best. It was the outcome of what Mr. 
Kennedy nicknames the “freeholder” political philosophy, , the 
Lockean view that society is composed of taxable units of the 
independent freeholder type. Those who held this view were 
uneasy when applying it to the really poor ; so as the century wears 
on, and especialfy during its humanitarian last quarter, the typical 
attitude is a sentimental desire to relieve the jx)or of fiscal burdens, 
but as an act of mercy, not as an act of justice. 

One of Mr. Kennedy’s leading propositions is that, throughout 
the period which he studies, hardly anyone regarded the equities 
of the whole tax system. Men tried to make each tax equitable 
in itself. His explanation is (p. 73) that, as the period started 
with a single national tax (the subsidy) which had to be made 
equitable in its^f, “it was inevitable ” that the Excise and subse- 
quent taxes also should be looked at in isolation. I cx)nfess it does 
not seem to me to have been inevitable. And, although Mr. 
Kennedy mentions that only Petty in the late seventeenth, and 
Thomas Percival in the late eighteenth century (pp. 74, 167) 
explicitly discussed the compensatory element in a whole tax 
system, I find it very hard to believe that no one else saw taxation 
steadily and whole. I very much doubt, in particular, whether 
Adam Smith was such a duffer in all these matters as he is made 
out to be. True, he did for the most part discuss taxes seriatim 
and not tax systems, and so far his treatment is defective. Yet 
there is a sentence in Bk. V., Chap. HI., which certainly takes 
account of the compensatory element, though perhaps somewhat 
vaguely : — “A more equal land-tax, a more equal tax upon the 
rent of houses, and such alterations in the present system of 
Customs and Excise, &c. , . . might perhaps, without increasing 
the burden of the greater part of the people, but only distributing 
the weight of it more equally on the whole, produce a considerable 
augmentation of revenue.” This sentence also, and much else in 
the Wealth of Nations, as I read it, conflicts with another proposi- 
tion of Mr. Kennedy’s. He says that one of Adam Smith’s funda- 
mental and “familiar” doctrines was that “a tax to be just must 
be general — it must fall on all the three sorts of income, rent, 
profits and wages ” (p. 143). The reference is to the first page 
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of the chapter “ Of Taxes,** that is — ^presumably — to the sentence in 
the first “canon** : “Every tax . . . which falls finally upon one 
onl])^ of the three sorts of revenue ... is necessarily unequal, in 
so far as it does not affect the other two ** ; a most incontrovertible 
proposition by no means equivalent to what Mr. Kennedy makes 
out of it. Smith goes on to say that “he will seldom take much 
notice of this sort of inequality** : surely he knew it to be formal. 
It would be unwise, in view of his well-known and hearty 
advocacy of taxes on ground rents, to argue that he regarded such 
taxes as “unjust** because formally “unequal.** Mr. Kennedy 
makes many good points against Smith, whom evidently he does 
not like ; but in this case he seems to me to have been misled 
by his predecessor’s method, so much suppler and less classificatory 
than his own. His criticisms of Smith on Income Taxes, of Smith 
on “improper** taxes, and of Smith on the relation between the 
taxation of necessaries and the rate of wages seem to me very 
pertinent ; though now and again elsewhere his comments amount 
to little more than an intricately worded reminder that Smith 
lived and wrote nearly one hundred and forty years ago. 

There is, I am bound to add, too much intricate or clumsy 
wording; c.g. (p 164) : “The doctrine that taxes should not fall 
on necessaries . . . was based on positions which did not have in 
them the quality of coerciveness ’’ ; or (p. 4) the theme of the 
essay “has the merit of forcing on the attention the wider question, 
to which comparatively little has yet been done, of the social 
attitude of what may be called the practical political theories of 
the period.** The essay is distinctive, learned, and valuable, 
though I cannot agree with all its author’s propositions ; it would 
certainly have been more attractive and also more valuable had 
its style been perfectly lucid. 

J. H. Clapham 

The Fall of Protection , 1840-50. By Bernard Holland, C.B. 

(London : Edward Arnold, 1913. Pp. 372.) 

In clear narrative, with a liberal use of Hansard, and under 
feelings of intelligible dislike for the radical philosophy of early 
Victorian days, Mr. Holland describes the fall of Protection in 
this country between 1840 and 1850. The biographers of Cobden 
and Bright have recorded the Battle of the Corn Laws from one 
standpoint; the biographer of Disraeli from another standpoint, 
which is also shared by Mr. Holland. His analysis of Peel is 
peculiarly severe. In Peel’s financial policy he sees little but a 
surrender to the opinion of others. The Bank Act of 1844 forms 
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the subject of a special chapter, in which it is suggested that the 
triumph of the Currency over the Banking principle was the 
triumph of the financier over the producer in the person of Samtiel 
Jones lioyd, afterwards Lord Overstone, son of a Welsh Noncon- 
formist minister. But the author’s facts are not always reliable. 
He writes (p. 154) : — “The Act of 1844 made Bahk of England 
notes legal tender.” In fact, they were made legal tender by the 
Act of 18?3. And again, on p. 153 : — “The Act of 1833 allowed 
the establishment of joint-stock banks within that limit [be., the 
London radius], with power to issue notes.” “With” should 
be “without.” Summarising the whole controversy, Mr. Holland 
speaks thus : — “’3?o the lay mind it would seem to be true, if the 
world is not regarded in the peculiar and unreal aspect which it 
presents to the eye of a banker or stockbroker, that the general 
level of wages and prices must be governed by the balance between 
actual currency and the supply of labour and goods.” This is 
curious philosophy. The banker, the sj>ecialist in money matters, 
is unreal when he talks about his own subject. The lay mind, 
unable to see through the workings of credit on prices, dismisses 
it as superficial, and finds the real in the tangible. Alas, for the 
lay mind ! 

The best part of the book is that which is concerned with the 
reaction of domestic on colonial policy. This is one of the few 
books in which this important point is adequately treated. Mr. 
Holland shows the utter absence of anything like a constructive 
colonial policy •in these years. Having automatically killed 
colonial preference by the policy of free imports. Ministers at 
home had no handle for resisting the colonial demands for full 
freedom — freedom in the end to set up protective tariffs against 
the mother country herself. The Act of 1846 gave to the colonial 
legislatures the power of abolishing the preferences in favour 
of British goods which had been established by the home 
Government. The Act of 1850 allowed them to impose such 
duties as they thought fit against foreign countries and other parts 
of the Empire, forbidding only differential duties as counter to 
free trade principles. The Act of 1873 removed this limitation — 
fortunately indeed, because when, after 1878, Canada adopted a 
definitely protective system, and the other self-governing colonies 
in time followed suit, the prohibition of .differential duties would 
have prevented the preferences which these colonies have since 
granted to British goods. All this is admirably set forth in ^ 
Chapter XI. 

On p. 136 there is a paragraph, with a note attached to it, 
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" which defeats our understanding entirely. The text runs thus : — 
“In the idea-conflicts between Imperial Union and State Free- 
dotn, or Protection and Free Trade, is manifest that eternal 
dividing-line which separates Catholic and Protestant, Socialist 
(or Imperialist) and Liberal, Classic and Komantic in Art.” On 
which side of the line was Adam Smith, the apostle of Liberty 
and the projector of Empire ; on which side Huskisson, the 
cautious pioneer of Free Trade and the ardent advocate of Im- 
perial Eeciprocity ? Our author does not say ; but the note 
adds: — “It may be fanciful to suggest that the masculine 
element seeks the feminine principle of Order, and that the 
feminine element seeks the masculine principle of Liberty, and 
that at one period the masculine element is dominant in the 
nature of men, while at another (as in periods of Liberalism 
like the Eefqrmation or French Eevolution times) the feminine 
element prevails. But it is worth considering.” Then think on 
it, Mistress Peel ; excogitate. Master Dizzy. If you can’t agree, 
appeal to Mother Adam ! 

C. E. Fay 

The Cutlery Trades: An Historical Essay in the Economics of 
Small-scale Production. By G. I. H. TjLOYd, M.A., Asso- 
ciate Professor of Political Economy in the University of 
Toronto. (Longmans. 1913. Price 12.9. Gd. net. Pp. 
xvi.-f493.) 

Mr. Lloyd was for some years lecturer on sconomics at the 
University of Sheffield, and while there he had full opportunities 
of observing the contrast between the large-scale and well- 
organised steel and engineering industries, which now dominate 
the town, and the ancient, small-scale cutlery trades which first 
made the district famous. He appears to have made very thorough 
investigations into the actual conditions of the descendants of 
the old handicrafts, as well as researches into their history, and 
to his industry we owe what will probably long be the standard 
work on the cutlery trades. Thoroughness and accuracy by no 
means spell dullness in his case, and despite the figures and dates 
which are provided in plenty, his narrative is almost fascinating. 

In order to provide a backgroun(J for his special history, he 
first sketches the general development of industry from the family 
system to the handicraft with its elaborate gild organisation ; then 
traces the emergence of the merchant and the growth of the 
domestic system under which he gave out work to the artisan 
who owned his own tools; and shows the rise of the “ynder- 
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taker” who first concentrated production under the system of 
“manufacture” and finally utilised power in the modern factory. 
He gives next a very clear account of the process of manufacture 
of the different kinds of cutlery goods, from which it becomes 
plain how very large a part is still played by manual labour. 
Forging is, however, becoming more and more a machine instead 
of a hand trade, more particularly in the case of scissors while 
saws and files are on the eve of becoming entirely factory trades. 
The builaing up of a pocket-knife, on the other hand, may require 
as many as 150 operations in the case of a four-bladed knife, and, 
owing to the great variety of patterns which have to be produced, 
such goods must continue to a large extent to depend on the 
manual dexterity of the workers. A short chapter on the raw 
material follows, with some interesting details on the struggle 
of English iron-masters to protect themselves against the purer 
iron of Eussia, Styria, Sweden, and Spain.* 

There was a cutlery gild in London in the thirteenth century ; 
at first there were three independent crafts, the cutlers or haft- 
makers, the bladesmiths, and the sheathmakers, but the cutlers 
obtained the dominance, and in 1415 the three fraternities united 
into one Company. Owing to lack of communications, the trade 
was widely spread over the whole country, so as to serve the local 
markets, wherever there was access to native or imported iron. 
Only with the development of national security and the construc- 
tion of roads did the number of manufacturing centres diminish 
in consequence of the economic advantages of those most favour- 
ably placed. Everyone has heard of the Sheffield whittle men- 
tioned in Chaucer, and by the reign of Elizabeth Sheffield had 
won a considerable reputation for plain goods. The settlement 
of alien refugees in the latter half of the sixteenth century was 
one cause of the rapid increase in the Sheffield industry of that 
period. Originally the ordinances of the cutlers of Sheffield were 
sanctioned by the Earl of Shrewsbury, who was the lord of the 
manor of Hallamshire and owned the iron-works of the district ; 
but in 1624 a charter was granted incorporating the makers of 
knives, blades, shears, scissors, sickles, and other cutlery wares. 
During the seventeenth century the inspection of goods was one of 
the chief functions of the Company, but it became more difficult as 
trade expanded, and in the following century the apprenticeship 
problems were a source of strife till in 1814 access to the trade 
and admission to the Company were thrown open. The Company 
early became a close corporation, and its oligarchical rule pro- 
duced much discontent which was intensified as the industry 
No. 94, — VOL. XXTV. T 
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began to split up into the large masters, the small working 
masters, and journeymen. The Company was finally democratised 
in 1860 and the tool and steel trades admitted. 

Early records of the magnitude of the industry are necessarily 
scanty, but in 1624 there were 24 grinding-wheels (or factories), 
while in 1770 there were 133 settled along the mountain-streams ; 
the latter number would accommodate about 1,200 persons. In 
the eighteenth century the typical Sheffield cutler and grinder 
was “a rough and uncouth artificer, whose hard daily toil brought 
with it few of those alleviations which we should regard as the 
essentials of a civilised existence”; in 1769 wages ran from 
9s, to 205. a week. To-day the industry suffers from lack of 
organisation. The advent of steam brought concentration of the 
workpeople, but the old handicraft ideas still remained. By the 
side of the large factory-owmer with his own directly-paid staff, we 
find the “little master” surviving from the domestic system, 
owning his own tools, renting his own workshop or a “trough” 
or a “side ” in a public wheel, and taking out work from merchants 
or manufacturers, or making goods on his own account and hawk- 
ing them at markets or selling them to factors. By the side of 
the fully-skilled craftsman we find the data! man or journeyman 
working in a team. Little capital is required by the little master, 
who is but a small degree removed from the workmen he employs. 
It is impossible to regulate production according to the needs of 
the market, or to prevent the manufacture of cheap and nasty 
goods, and it is equally impossible to organise into trade unions 
crafts where the line between employer and workman is not 
sharply drawn, where the employees are not congregated in 
masses under the rule of individual firms, and where sections of 
manual work are constantly threatened by foreign or factory 
competition. There are few recognised rates of wages, and earn- 
ings to-day run from 185. to 605. a week, according to the class 
of trade and the skill of the operative. 

A considerable portion of the book is devoted to a history of 
trade unionism in Sheffield, and a brief survey is given of all the 
trade societies individually. Many interesting proposals have been 
made in the course of the very chequered career of the labour 
movement in Sheffield for trade federation and for insurance 
against unemployment^ but we cannot afford space to deal with 
them here. “The dominating feature of labour organisation in 
the cutlery trades,” says Mr. Lloyd, “is the multiplicity of the 
individual sectional trade unions. ... In the early days of the 
labour movement it was natural, and indeed inevitable, that trade 



1914] 


LIjOTD : THE CTITLEBY TEAUES 


275 


unionism should proceed on sectional lines; but the persistence 
of this type of association into the nineteenth century furnishes 
a striking manifestation of the conservative adherence to early 
tradition and trade custom which characterises the cutlery in- 
dustry, not only in this question of labour organisation, but on 
every side of its activities.” To-day the unions appear practically 
powerless. 

Cutlery exports have risen from £556,000 in 1898 to £883,000 
in 1912, but German exports are about fifty per cent, higher. 
The Master Cutler said in 1907 : “The cutlery trade is kept down 
by German competition, which is, in some respects, on more 
scientific and better organised lines. Tho wages in the cutlery 
trade in Shefiield will not rise, in my opinion, until we have 
brought more machinery into the trade.” Solingen, our chief 
competitor, has a long history in the production of cutlery, but 
by the middle of the nineteenth century its reputation was 
entirely gone. Then came a transformation, when machine- 
made goods drove out the cheap rubl>ish, and gradually a 
great fame has been again built up. “The reasons for this 
great success are*to be found first in the rapid development of 
mechanical forging, in which respect Sheffield has been entirely 
outdistanced. The second reason is the achievement of securing 
the preservation of outwork under the most satisfactory sanitary 
conditions, especially in the grinding branches, a development 
which has been aided on the one hand by the availability of 
electrical energy,* and on the other by stringent sanitary and 
factory regulations. In the third place, the workers have been 
able to offer a stout resistance to the debasing effects of unregulated 
outwork, by building up a labour organisation remarkable alike 
for its inclusiveness and its solidarity.” To these Mr. Lloyd adds 
the Fachschule for the cutlery handicrafts and the compulsory 
system of apprenticeship. “Thus, regarded as a whole, the 
position of the Solingen workers is exceptionally favourable, and 
it is not surprising to find that they present a fine body of men, 
remarkable alike for their prosperous industry, high intelligence, 
and sturdy independence.” One gathers that Mr. Lloyd, though 
he does not say so directly, is of opinion that Sheffield employers 
and Sheffield workmen have both something to learn from 
Solingen. 


Henry W. Macrosty 
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Maritime Enterprise, 1485-1558. By Jambs A. Williamson. 

(Oxford : Clarendon Press. 1913. Pp. 416.) 

There was undoubtedly a crying need for books on this subject. 
It is a national disgrace that the scholarly work of Schanz, pub- 
lished in 1881, should have remained without a translator or a 
rival. In the meantime a great part of the essential material has 
become more accessible in the various Calendars of State Papers, 
especially those edited by the late Dr. Gairdner. But although 
the task has thus been lightened, it is still far from easy. A 
comprehensive view of Tudor commerce is impossible without 
a grasp of media} val developments; and herfe, too, the printed 
materials have rapidly grown, but have met with no adequate 
expositor. 

It would therefore be unjust to expect the first-comer to cover 
all the field, or to be other than grateful to any serious scholar 
who attempted to cover any part of it. Mr. Williamson's book 
falls naturally into two halves (though the chapters are inter- 
mingled), one dealing with maritime enterprise and discovery, 
and the other with commercial policy and ‘organisation. His 
natural bent is for the former of these subjects. The connected 
account he gives of the voyages of the Cabots, of Thorne and 
Phillips and Hare, of Hawkins, of Willoughby and Chancellor 
will be welcomed by all students of Tudor history, especially as 
they are accompanied by many charts of the period and by illus- 
trations of Tudor ships. Mr. Williamson’s chief claim to origin- 
ality in this section of his work lies in Chapter IV., where he 
labours to establish the fact that Sebastian Cabot not only took 
part in the two famous expeditions of his father in 1497 and 1498, 
but was himself the commander of a third voyage in 1499, and 
w as the first to seek the north-west passage. The previous chapter, 
dealing with the voyages of 1497 -8, would have gained consider- 
ably in literary form if the full citation of all the documents in 
the text had been dispensed with, and this course would have 
been fully justified in view of the excellent edition of them recently 
furnished by Mr. H. P. Biggar in his Precursors of Jacques 
Cartier, 

It is, however, with the chapters on commercial policy and 
organisation that we ^re here mainly concerned. The commerce 
of the early Tudors needs a historian even more than the maritime 
discoveries of the period, and Mr. Williamson has devoted con- 
siderable research to the subject. His chapter on “Henry VII. 
and his commercial policy “ and those dealing with the several 
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branches of English foreign trade un'der Henry VIII. present 
in a bright and readable, if occasionally somewhat journalistic, 
style facts hitherto inaccessible to those who could not read 
Schanz ; whilst in the chapter on “ The Fall of the Hanse ” he 
opens up a subject untouched by Schanz, only partially explored 
by later German scholars, and of the greatest interest to English 
readers. Mr. Williamson’s book will thus perform the valuable 
service of introducing new students to a neglected field. 

The defects that counterbalance these merits are, however, 
serious ones. Nowhere more than in the sixteenth century does 
history need to escape from the mythoixeic illusions of the patriotic 
imagination into the calm atmosphere and dry light of science. 
Mr. Williamson imports the spirit and methods of Westward Ho! 
into economic history. In his view, Henry VII., by his mer- 
cantilist policy, was unconsciously laying th*e foundations of the 
British Empire. Henry VITI. and Wolsey, it is true, neglected 
expansion, in the pursuit of Continental intrigues; but — ‘‘in the 
long run this was not disadvantageous. An enduring empire was 
only to be built upon a basis of consolidated experience and battle- 
worthiness, which England had yet to acquire, and which 
Henry VTII. was in large part to supply. . . . The sixteenth 
century is the first of the great tradition-building periods of English 
history. The tradition which it produced and which flourishes 
in a tarnished form to the present day was that Englishmen were 
unsurpassed as fighters, explorers, traders, and money-getters by 
every means, fair or foul, upon the sea.” To approach the study 
of mercantilist policy in this temper is to bring foregone conclu- 
sions. We need not therefore be surprised to be told of the 
Navigation Act of 1489 : — “its importance cannot be over- 
estimated. It remained in full operation for more than sixty 
years, and besides producing a mercantile revival, it provided a 
training ground for the seamen. ... In addition, such a policy 
has a moral significance : it was a blow to foreigners and gave 
Englishmen a sense of privilege which was gratifying to their 
pride.” But then a moral stimulant of this sort was a cheap 
device that might be readily adopted by other nations. On the 
two or three occasions when the navigation laws were seriously 
enforced, the Spanish and Burgundian Governments retaliated 
with serious consequences to trade and procured their suspension. 
Moreover, as Mr. Williamson indicates, diplomatic and fiscal 
motives played a large part in their enactment. Licences of 
exemption were regularly granted so that they benefited trade 
on the same principle as the pins in the schoolboy’s essay saved 
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human lives. The Act of 1559, in repealing previous navigation 
laws, declares them to have been a mistake and a failure, injurious 
to commerce and irritating to foreign Powers. Mr. Williamson 
argues that the protection of the shipping interest would benefit 
the merchant adventurers who owned the ships. How is it, then, 
that we find them in the Act of 1559 obtaining special exemption 
from its restrictions? 

The value of the chapter on “The Fall of the Hanse,” which 
would have otherwise been great, is seriously diminished by the 
same uncritical spirit. “Henry VIII.,*’ we are told, “from his 
lofty standpoint viewed the interests of the nation as a whole 
and placed its safety above the mere sectional desire of the mer- 
chants to score off their foreign rivals. Consequently, he seems 
to have been over generous in his treatment of the Hanseatic 
League, to have failed to realise that it must be crushed before 
England could take a leading place among the maritime nations. 

. . . When the time came the inevitable happened, and our trade 
was free to expand without the drag of privileged competition 
within our gates.” This notion of an inevitable* duel to the death 
between England and the Hanseatic Ijeague is a pure myth, 
without any basis in historical fact, and is none the less dangerous, 
because it is shared by patriotic German scholars, who, indeed, 
originated it. The Hanseatic League was not crushed by England. 
The decay was due to the opening of new oceanic routes, to the 
development of the nations round the Baltic and of its own German 
hinterland, to its mediaeval constitution and its persistence in 
obsolete methods and claims. The two former conditions need 
not have proved fatal to Hanseatic prosperity apart from the two 
latter conditions. Although the new oceanic commerce dominates 
the imagination of the historian, the sea-borne trade between 
North and South Europe continued to be far larger, and in this 
trade the Hanse was displaced not by England, but by the United 
Provinces, which had learned in the school of adversity a greater 
adaptability and freedom, and which had solved, for the time, the 
problem of combining the interests of town and country. 

That, with the development of native commerce, the Hanseatic 
merchants should lose their privileged position in England, was 
no doubt inevitable, but this need not have involved their expul- 
sion from the Steelyard and the stoppage of their English trade. 
Indeed, the Steelyard men continued after the loss of their 
privileges to carry on, during the greater part of Elizabeth's reign, 
an export trade in cloth which was of great importance the 
prosperity of English industry. The ultimate stoppage of this 
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trade owing to further conflict between the obsolete claims of 
the League and the monopolistic policy of the Merchant Adven- 
turers, was an unmixed evil, both to England and to Germany. 
To regard it, as some German historians do, as a triumph for 
English national economy is not only to identify the interests of 
the nation at large with those of the merchants, but, further, to 
identify the interests of a rapidly expanding commerce with those 
of a single close corporation on which the Government had con- 
ferred a strict monopoly for fiscal purposes. Mr. Williamson 
does not seem to realise that all legislative protection of the native 
shipping and cloth-finishing industries involved a corresponding 
restriction on the less corporately organised but more important 
industry of cloth-making. Not only the Hanse, but the country 
clothiers and the free-trading English merchants were strenuously 
opposed to the mono{X)ly of the Merchant Adventurers. 

The need of an outlet for the expanding country cloth manu- 
facture supplies the main clue to the commercial history of the 
Tudors, When in 1539, Henry VIII., probably from merely 
diplomatic motivefls, placed alien exporters on the same footing 
as natives, the alien exportation was enormously increased, whilst 
native exportation maintained nearly its ordinary level. The 
total annual exportation increased by about thirty thousand pieces 
during the seven years of free trade, and there was no loss of 
revenue by the change. In 1547, when this freedom was with- 
drawn, the exportation tended to shrink to its former level, but 
some of the increased production tried to find an outlet through 
the agency of the Hanse merchants, who still were allowed to 
export at the lower rates. It was at this moment that the 
Government withdrew the Hanseatic privileges in order to make 
use of the Merchant Adventurers in a series of forced loans and 
attempted manipulations of the foreign exchanges. Mr. William- 
son very justly condemns this policy “as a stake thrown by an 
irresponsible gambler,” but only on the grounds of the risk of 
naval reprisals on the part of the League. The evil consequences 
actually realised were much greater. The closing of the one 
remaining alien channel of exportation and the simultaneous limita- 
tion of the membership of the Merchant Adventurers was directly 
and causally connected with the legislation passed in the years 
1551-8 restricting the expansion of the country cloth industry. 

Another point of some importance must be noticed. Gresham’s 
statements about his own feats upon the foreign exchanges should 
surely not be accepted, as they usually are, without question. 
What Gresham speaks of as fluctuations in the rate of exchange 
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were due to violent shif tings in the currency basis. As the fall 
in the exchange value of the English pound from S2s, Flemish 
to 135. 4d. is fully accounted for by the English debasements, 
so the rise in the exchange from 165. to 225. Flemish for which 
Gresham claims credit can be explained by the simple fact that 
the debased English shilling was at that time being called down, 
first to ninepence and then to sixpence. 

George Unwin 

Co-partnership and Profit-sharing. By Aneurin Williams, M.A. 
(Home University Library. London : Williams and Nor- 
gate, 1913. Pp. vii + 256. l5.) 

As Chairman of Executive of the International Co-operative 
Alliance and Hon. Secretary of the Labour Co-partnership Asso- 
ciation, and as one who has devoted a great part of his time 
for more than twenty years to the forms of industrial association 
with which this volume deals, Mr. Williams writes with excep- 
tional authority and intimacy and with a background of study and 
experience which give equal w^eight to any positive claims that 
he may advance and to any limitations which he may recognise 
as appertaining to what he regards broadly as the best and most 
hopeful form of industrial organisation in sight. 

The volume gives clear and interesting accounts of several of 
the well-known illustrations of co-partnership — Leclaire, Godin, 
Taylor, Lever — the significant opinion of the founder of the last 
being quoted that “the basis of success in co-partnership means 
improvement in management ” — the South Metropolitan Gas 
Company, and others, together with a few that are less well 
known, notably that of the N. O. Nelson Company, of St. Louis, 
Missouri. In this case we find an extension of the system of 
profit-sharing and co-partnership, including representation on the 
board of directors, not only to employees, the origin of this part 
of the scheme dating from 1886, but also, since 1905, to cus- 
tomers. As Mr. Williams points out, there is thus an interesting 
correspondence between the relationships which a large and 
liberal-minded employer like Mr. Nelson has established and those 
prevailing in some purely co-operative enterprises such as that of 
the Scottish Wholesale Society. 

Although Mr. Williams has written his book to describe a 
movement destined, he thinks, “to transform autocracy and 
monopoly*^ in industry into “democracy,” “gradually, peacefully, 
and with profit,” a word that is used here doubtlessly to convey 
more than a simply economic meaning, “to all concerned,^ he 
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does not hesitate to indicate difficulties that stand in its way. 
Prominent among these appear to be the Trade Union dislike of 
tendencies which often appear to make for sectionalisation , the 
collectivist ideal, and the need in industry for the maximum 
of individuality, of enterprise, and of adaptability to changing 
conditions. 

With regard lo Trade Unionism, the author’s position is 
quite clear : without the standard wage, one of the great, albeit 
insufficient, ends of organised labour, “profit-sharing can hardly 
be anything but a delusion ” (p. 205) ; and if by this means or 
by its fuller development, co-partnership, “emf)loyers expect to 
detach their workmen from the general interest of their class, 
they are bound to fail” (p. 207). According to Mr. Williams, 
Trade Unionism will still be necessary and still have its assured 
place, however great the extension of co»partnership may be. 

Needless to say, Mr. Williams is no adherent oi Collectivism, 
but he recognises fields, such as great monopolies in respect to 
which there is reason to think that some alteration of control 
would secure a* better serving of the public, where there is a 
presumption in favour of State or municipal ownership — a form 
of control, it may be noted, that he still considers may possibly 
be advantageously combined with some recognition of the prin- 
ciple of co-partnership. 

But probably it is felt that the greatest obstacle to co- 
partnership is found in the difficulty of combining it with what is 
regarded as the necessary degree of freedom in management. 
The importance attached to this appears to be the chief explana- 
tion of the tentative and experimental form of so many of the 
schemes of profit-sharing and co-partnership that are evolved. 
The strong desire that exists to bring about “improvements in 
industrial relations and the system of sharing wealth” (p. 146), 
into which, it may be noted, genuine schemes of industrial 
betterment of every kind may be to a great extent resolved, tends 
to be checked by the other desire not to risk being harn|)ered in 
initiative and in decision. If any general criticism of Mr. 
Williams’s treatment is called for, it would be, perhaps, that his 
analysis of the present situation — illustrated, for instance, by 
the statement that “industry may be organised, as it is for the 
most part in the modem world, on a basis of pure individualism, 
each individual seeking his own benefit and that of his family” 
(p. 233) — is a little incomplete. With some reiteration we find 
the question asked as to whether this or that experiment described 
is or is not properly to be regarded as “co-partnership.” For 
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various reasons it is doubtless desirable to have as clear an under- 
standing as possible of what is meant by this term, but it is 
clear that formal arrangements cannot in themselves be adequate 
or conclusive. An illustration of this is found in Mr. Williams’s 
comment, in connection with the suggestion that Parliament 
might encourage co-partnership in respect to the issue of public 
contracts, that “without having the co-partnership spirit,” certain 
contractors “might adopt its form in order to qualify for Govern- 
ment contracts” (pp. 229-30). In this, as in other things, it is 
the spirit that quickens, and in industry, in which the simple 
relationship of “employer and employed ” is retained, it is perhaps 
well to recognise that differences exist as important and far more 
varied than under co-partnership itself. These exj^eriments are 
of great interest and value, but so also are the doings of every 
centre of ordinary employment in which the various parties con- 
cerned are guided by a fine sense of the opportunities and 
responsibilities of their respective jx)sitions and powers. It is not 
improbable that as great a field is open for experiment, for dis- 
covery, and for improvement in the ordinary but immensely 
diversified relationships of employer and w^orker as when organised 
and formal changes in that relationship have taken place. But 
this comment is not intended to detract from the interest of that 
particular form of industrial association to the study and further- 
ance of which Mr. Williams has set his own hand, and his book 
can be confidently recommended as a clear and faij description of 
what is being achieved and of what is hoped for in that direction. 

Ernest Aves 

Revolutionary Syndicalism, By J. A. Estey, Ph.D. (London : 

P. S. King. 1913. 7s. 6d. net.) 

This book, at once expository and critical, and the first com- 
prehensive review of Revolutionary Syndicalism in the English 
language, fills up a gap in our social science library that has 
long wanted completion. Dr. Estey has carried out his task well. 
The Syndicalistic position is clearly explained, the argument is 
lucid, and the criticism, though almost entirely destructive, is 
nevertheless quite free from social and moral bias. 

Revolutionary Syndicalism was reached by “a process of 
elimination.” Out of the failure of French Parliamentary 
Socialists to satisfy the hopes of their supporters arose the idea 
of direct action through non-political organisations, the Trade 
Unions, combined into one great movement, the General Strike. 
Thus Syndicalist theory was based on practice rather than tfie 
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reverse. And although, thanks principally to Sorel and the prac- 
tical Syndicalist leaders, the theory has been developed far 
beyond the practice, on lines, too, quite distinct from other 
schemes of social reform, yet many people are apt to suppose that 
Syndicalism has the general strike as its only unique charac- 
tf^ristic. In the first chapter, therefore, the author is concerned 
with establishing the individuality of the Syndicalist creed. He 
shows how Syndicalists proper differ from those reformers, who 
are indifferent as to the method of reform, as well as from 
Parliamentary Socialists in particular, by their adoption of un- 
compromising class-war conducted only by strikes ; further, how 
they differ from Socialists in the accepted sense of the word by 
their policy of decentralisation, and by their wash to establish 
entirely new institutions, rather than to mould the old institu- 
tions of capitalism to new uses. 

In the second chapter some account is given of Syndicalistic 
organisation, in effect of the C.G.T. A few statistics prove that 
the formidable character of the C.G.T. is largely illusory, since it 
comprises well under one-half of the organised labour of France. 
Moreover, it includes a peace-party composed of those men who 
are in favour of peaceful methods, or who, upholding the general 
strike only as one weapon out of many, are therefore not strictly 
Revolutionary Syndicalists at all. This party, Dr. Estey holds, 
is likely in the near future at least to control the policy of the 
whole organisajiion. The distaste of French Trade Unionists for 
regular subscriptions, the antipathy of uneducated men generally 
to authority and discipline, and the inertia of the larger Unions 
and Federations are further obstacles to the prosecution of suc- 
cessful class-war by the Syndicalistic method. 

Having established in his first chapter the integrity of Revolu- 
tionary Syndicalism in relation to other schemes of reform, 
Dr. pjstey proceeds to show that it is not without its own 
inconsistencies. He brings out with admirable lucidity the dis- 
crepancy between Sorel, the detached philosopher who can push 
his theories to their logical conclusions, and the leaders in action, 
who must suit their theories to the taste of their followers, or 
else lose their support. Sorel apparently perceived that either 
the general strike, if carried into effect;, must result in confusion, 
or else the working men must first be trained in the func- 
tions of a modern state, which could only be done by the gradual 
transference of capitalistic control. He therefore exalted the 
general strike into a myth, summarising, as it were, the protracted 
class- war in a single vivid picture or myth. The practical leaders, 
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hcJwever, could not afford thus to postpone indefinitely the victory 
and the spoils. To keep the fighting spirit from atrophy, they 
have been driven to compromise and to encourage the prosecution 
of strikes, as “general” as possible, for a “gymnastic” or train- 
ing ; a poor enough gymnastic, as Dr. Estey comments, when 
but few take part in it with ardour, and those few are usually 
discouraged by ignominious defeat. 

Again, there are other inconsistencies into which Pouget and 
the other leaders are forced by the exacting character of their 
supporters. For instance, owing to the paucity of keen revolu- 
tionaries, they are at pains to uphold a sort of aristocracy of 
leadership, affecting to despise majority rule ; and because the 
smallest unions are the fiercest fighters, they stoutly oppose any 
form of proportional representation in the C.G.T. On the other 
hand, the jealous suspicion of the Unions proves to be an irre- 
futable argument for the highest possible degree of decentralisa- 
tion and indiscipline. But how, asks Dr. Estey, are such wholly 
independent organisations in the event of victory to harmonise 
demand and supply ? How are they to control industries in which 
centralised and autocratic management is the most important 
economy? How primarily is a general strike to be conducted 
if the Labour army will not obey its leaders? 

It is hardly necessary, however, to insist on minor weak- 
nesses. For, after all, the general strike is the cardinal point 
with the failure of which Eevolutionary Syndicalism is negligible 
in practical politics. And the general strike Dr. Estey proves, 
to any ordinary mind conclusively, is a weapon absolutely 
untrustworthy. Against it must be reckoned the indiscipline 
of the French working men, their vacillation, their lack of 
resources, the aptitude in tlie liour of difficulty to submerge 
the common good in particularist interests ; on the side of 
capitalism vast material resources, the control of communica- 
tion and of organised armed force, and the long-tried machinery 
of the modern state. In the case of capitalism struggling for 
existence the general strike must fail. Yet it is possible that 
Dr. Estey has somewhat under-estimated the value of the strike, 
especially strikes of combined unions, as a means to gain less 
drastic reforms. Granted that they have been in the past partial 
or complete failures, yet mal-organisation and mis-timing are 
faults which may be to a great extent cured. There are also two 
factors that Trade Unionists do not take sufficiently into con- 
sideration. One comes into play when the bourgeoisie are 
threatened with a greater loss than might be involved in thfe 
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demand of the strikers, as by an external war. At a time of 
severe international pressure an opportune strike of miners, rail- 
way men, and telegraphic operators might gain very large con- 
cessions, loyalty to a capitalistic state being no part of the Syn- 
dicalist creed. The other factor is the third party to a large 
strike, the consuming public. In their anxiety to divide the 
population into two hostile camps of Capital and Labour, Trade 
Unionists are apo to forget that even in a strike of much gieater 
dimensions than any at present effected there are large numbers 
of citizens who are no doubt capitalists, but are affected financially 
by the result of the strike either not at all or so little that their 
sympathies and political influence will be guided principally by 
their notions of justice. To enlist the support of these moderate 
men, though of course quite foreign to Syndicalism proper, might 
be very well worth while for strikers demanding something less 
than the entire subversion of the existing order. 

Dr. Estey tries to close on a cheerful note, applauding the 
Syndicalists for their own untiring energy and for keeping alive 
m the French working class the desire for its own betterment. 
But the trutli is, as he clearly proves, that Syndicalism is ex- 
ploded. The foundations were far too slender to bear the super- 
structure that has been put upon them. And Sorel’s Syndicalism, 
which alone bears examination, is as idealistic and remote as any 
Utopia, certainly more remote than the hopes of the Parlia- 
mentary Socialists, whose slow progress gave popularity to the 
general strik(^ The working classes will never be able to make 
effective their real power until they have learned how to use it. 
Meanwhile, the thing to be done is to push on their education, 
and that on the broadest and most liberal lines. To the latter 
Syndicalists would not agree. 

F. McM. Hardman 

The Tendency Towards Industrial Combination, By George E. 

Carter, M.A. (London : Constable. 1913. Pp. 386. 6^.) 

The title of this book, which is the first attempt of Mr. Carter 
as an author, is perhaps somewhat deceptive, since it deals with 
the combination tendency on one side only of industrial affairs. 
One would have wished to see the cornbination of workers treated 
aV well. The book is full of facts and reveals the great amount 
of pains the author has taken in collecting material, but we think 
that if there had been a little less illustration and more method 
and arrangement its value would have been enhanced considerably. 



286 THE ECONOMIC JOURNAL [JUNE 

It bristles also with bad writing and slovenly expressions, which 
make the reading of it less enjoyable than it might be. 

Without wishing to quarrel with the author, we must take 
exception to some of his conclusions. On p. 32 he states that 
“the central management (of a permanent combination) naturally 
has full and complete control over the functions and resources 
of the combined firms, which lose completely their individual 
identity and independence ; these are merged in a common 
organisation comprising them all. The resulting combination has 
legal standing and corporate existence as one company.^* But 
anyone who is at all acquainted with Trust promotion knows that 
this need not necessarily be the case. By buying up the majority 
of shares in rival companies, a Trust may run many companies. 
Each firm has its own identity, although that identity is merged 
in that of the Trust. If, as Mr. Carter says, these Trusts are 
for all time (p. 32), then, when the law declares them to be 
illegal, as it has done in the U.S.A., surely the constituents of such 
combinations must be entirely destroyed. Yet in the case of the 
Sugar Trust and the Whiskey Trust this was not so. They reverted 
from the Trust form to the several original companies without any 
friction. Professor Jenks says that “in both cases there was sub- 
stantially no change in the management, the trustees of the former 
Trust becoming the directors of the new corporations, and the 
oificers of the new corporations substantially the same as the officers 
of the Trust. It was a change in name, a change in technical legal 
form, but no change as regards the practical management of the 
organisation.” 

Pages 40, 41, and 42 land us in a fog as to what Trusts really 
are. Mr. Carter has so interspersed these pages with definitions 
that one is actually at a loss to know what he is talking about. 
We should prefer him to give one definition and then show the 
various deviations from the original and the different aspects of the 
“hybrid.” What great difference is there between the class which 
“effectively puts an end to competition” and the class which 
goes “further and gives the resulting organisations an appreciable 
or substantial degree of monopolistic control”? Is it not true 
that monopolistic control varies inversely as the strength of com- 
petition is felt by the would-be monopoly firm? Does not 
monopolistic control eliminate competition, and is it not for this 
purpose such control is sought? Indeed, Mr. Carter admits this 
on p. 52 by quoting from Mr. Bolen that “the purpose for which 
most of the combinations have been organised is the acquirement 
of some degree of monopoly if it is at all possible.” For how can 
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a combination eliminate competition without possessing some kind 
of monopoly, be it legal, potential, or capitalistic? By financial 
juggling a big Trust can prevent a rival firm establishing itself, 
and if it does not kill its rival will, in the last resort, absorb it. It 
may be that a combine with a so-called capitalistic monopoly may 
consider it wise to attempt to secure its returns permanently. To 
do this it must keep prices somewhat above competitive rptes, but * 
low enough so as not to tempt competitors into the field ; and 
it also must be able to put them, without absolute loss, lower 
than it would be possible for an ordinary rival to manufacture and 
sell. By putting prices down it can compel its few rivals to 
follow. By putting prices above former competitive rates it can 
for a considerable time control sales, as other sources of supply 
cannot fill the market. If its small competitors put prices up they 
will make practically no sales, inasmuch as the combination can 
supply on short notice the entire market,* while if they put prices 
below market rates, the combine need not necessarily follow suit, 
as the small rivals are not able to supply the market. By a unified 
control the combine is strong enough to hold competitors well in 
check by its power to put prices higher than the former competitive 
rates, and at the same time exclude nearly all its rivals. 

There are other weaknesses which we should like to deal with 
if it were not equally necessary to point out the keynote of the 
book. Mr. Carter very opportunely invites our attention to the 
necessity of reorganising the management of our big industries. 
If England is ^oing to hold her own in the industrial world against 
foreign countries, we must see to it that those industries which 
have international connections are reorganised in a manner com- 
patible with the growth of social and international intercourse. 
As a general rule, the limited company is at best a national, or 
even a local, form of organisation, most efficient in its working 
when competition from outside districts seems a negligible factor. 
But when foreign invasion is on a great scale, although the same 
company may still make great profits, it is, nevertheless, inefficient 
from a national point of view, and unless such companies are 
reorganised quickly, either into a “permanent’’ whole or brought 
under the rules of an amalgamation, there may be a danger of the 
loss of that industry to the country. As Mr. Carter points out, 
it is the reorganisation of our systems of production that will save 
our commercial prestige, not a rearrangement of our fiscal system. 
Of course, it would be foolish to expect that England will ever 
again take the lead in the manufacture of iron goods, but if our 
captains of industry follow the lines which, as Mr, Carter points 
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out, they are now taking, then we can reasonably hope to get a 
share of the world’s market proportional to our resources. 

The sections that deal with the South Wales industries reveal 
the author’s thorough acquaintance with the manufactures of the 
Principality. This fact in itself ought to commend the book to 
the Welsh economists. We congratulate Mr. Carter on his book, 
and await his next contribution to the science of economics. 

Llbw. Jones 


The Policy of the United States toivards Industrial Monopoly, 
By O. W. IvNAUTH, Ph.I). (Columbia University Studies, 
No. 138. P. S. King & Son. 1914. Pp. 233. Price 
2 dollars.) 

Tins is a historical and critical survey of public policy in the 
United States with regard to Trusts, commencing with the New 
York State Commission of 1888 and the cancelling of the charter 
of the North Kiver Sugar Company. The report of the Congress 
Committee of 1888 prepared the way for the Sherman Bill of 
1889, and Mr. Knauth gives a very full account of the ups and 
downs of the debates which led to the Act of 1890. He then 
describes with equal fulness the attempts which have been made 
to strengthen the Federal Law up to the end of the Taft regime. 
These twenty -three years, during which* public opinion was much 
concerned in the question, produced an abundance of futile dis- 
cussion, but no tangible legislative results beyond the Acts of 
1903 and 1910 to expedite proceedings, and the creation of the 
Bureau of Corporations under the former Act. There have, how- 
ever, been many investigations by resolution of Congress. The 
chapter which embodies the decisions of the Supreme Court is 
an interesting supplement, as indeed the whole book is, to Mr. 
Stevens’ recent volume. Mr. Knauth’s conclusion is that the 
Government has not yet undertaken a serious study of the difficult 
economic issues involved in the growth of Trusts^ and that the 
Executive “has been largely impotent.” While the Supreme 
Court, though ‘‘displaying a growing and well-nigh complete 
grasp of the economic problems involved, has, because of limita- 
tions inherent in its nature and functions, been unable to cope in 
a constructive way with the vast problem which confronts the 
country.” This painstaking and very clear study of documents 
is of special value to English readers, especially when a 
chapter seems about to open in American economic policy. 

D. H. Macgregor 
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^Evolution du Commerce du Cridit et des Transports depuis 
cent cinquante ans. By B. Nogaro and W Oualid. (Paris ; 
Felix Alcan. 1914. Pp. 444.) 

The joint authors of this book, by the conception and per- 
formance alike of the task they have attempted to discharge, have 
drawn appropriate attention to the real character of the connecting 
bonds between the growth of industry and the development of 
trade. It is possible, as they have shown, to prepare an adequate 
informing narrative of the evolution of commeice during the last 
century and a hg.lf, which has been admittedly an unparalleled 
period of industrial change, without attempting to embrace within 
the limits of the siorj an exhaustive statement of facts and forces 
which can properly be distinguished as industrial. No one, of 
course, can doubt that industry and tradi? are necessarily con- 
nected, and that in a very real sense they are mutually dependent. 
But it is none the less true and significant that England, for 
example, reached a position of commercial eminence before the 
industrial revolutjon; and in some degree, at any rate, the more 
correct historical view is that which treats an extensive and 
expanding trade as provocative, by the powerful stimulus of its 
imperative demand, of the discovery or invention of new or 
improved methods of manufacture. Similarly, it is both necessary 
and advantageous to remind those who are wont to describe the 
industrial changes as revolutionary,” that an effective system 
of credit, and a veritable transformation in the means and modes 
of transport, whether by water or by land, were required to give 
full scope to those mechanical inventions which followed one 
another with such amazing speed and in so copious an abundance 
at the close of the eighteenth and the opening of the nineteenth 
century. 

It was accordingly worth while to write, as Professor Nogaro 
and M. Oualid have now done, a history of the evolution of 
commerce from the end of the “ancien regime” to the present 
day. The tale begins with the monopolistic spirit of the mer- 
cantile system, and, after the introduction and exaltation of laissez 
faire, ends with the appearance of trusts and corners. Starting 
with a time when commerce was the more prominent of the two, 
it records how commerce yielded primacy of place to industry, and 
then at the close once more no inconsiderable measure of important 
influence is restored to it as an international factor. The story is 
told with accul^y and verve. It is well planned and proportioned. 
Nor are the chapters interwoven with those devoted to the chief 
No. 94. — voii. XXIV. V 
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theme, for the treatment of which bne writer is in the main 
responsible, less successfully handled by the other. In the descrip- 
tion of money and of credit — the potent instruments of business 
dealings — ^the information furnished is so up-to-date that the 
“gold-exchange standard” receives due notice; and on the vivid 
pages devoted’ to transport the recent “conquests of the air” are 
not neglected. 

L. L. Price 

Kommunales Jahrbuch, 1913-1914. (Jena : Gustav Fischer, 
1914. Pp. lxxv + 852. 23 marks.) 

The German Kommunales Jahrbuch, compiled and edited by 
Drs. H. Lindemann, R. Schwander, and A. Siidekum, has 
reached its sixth annual issue — it appeared first in 1908 — and it 
already holds a unique' place amongst works of reference relating 
to German municipal organisation and administration. The book 
was conceived on original lines, and hence it covers ground hardly 
touched by the well-known Statistisches Jahrbuch deutscher 
Stddte, which, as its name implies, is devoted ‘almost solely to 
the collection of statistics of a comparative character, and, more- 
over, deals only with towns with a population above 50,000. In 
contrast to the Statistisches Jahrbuch, the Kommunales Jahrbuch 
covers the whole field of urban administration. Its special excel- 
lence consists in the fact that it is not a mere undigested collec- 
tion of facts and figures, but aims at presenting year by year a 
connected record of municipal work in every department — the 
experiments made, the laws and by-laws passed, the congresses 
and discussions held, the literature published ; in short, of all 
the manifold activities which have as their object the life and 
welfare of German towns. The work devotes special sections 
to the organisation of public health administration, the 
system of municipal scavenging, the measures taken to control 
the purity of the food supplies in towns, and the experiments 
made by many towns in the sale of meat, fish, and vegetables, as 
well as in grazing and dairy-farming ; the extent to which German 
towns have provided public baths ; the measures adopted to combat 
disease of every kind ; town planning and housing reform ; educa- 
tion in all its branches ; the medical inspection of scholars ; the 
social welfare and labour policies pursued by the towns ; the 
position of municipal officials ; the administration of the Poor Law ; 
the working of municipal trading enterprises (gas, electricity, and 
water works, tramways, savings banks, &c.) ; the finance ai;id 
taxation systems of the towns ; police administration ; ^ fire 
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brigades; the position of women in communal administration, 
and other questions. ,The whole of these subjects are dealt with 
not sketchily, but with a thoroughness and a wealth of detail that 
m^ake the Kommunales Jahrbuch a veritable mine of informa- 
tion, invaluable to municipal workers in this country who are 
wishful — as serious social workers should be — to know what is 
going on in a country whose system of municipal administration 
is second to none in the world, and in some respects is far ahead 
of any other. Although the work is not mainly or in any special 
degree staiistical, like the Year Book of German Towns, to which 
it is an indispensable companion, ample statistical data are given 
where they are of value, and the specialist will find the elaborate 
tables relating to the gas, electricity, and tramway services of 
German towns exemplary in their way. Incidentally, these tables 
bring out in a striking manner the fact, which must impress all 
English students of German municipal government, that German 
towns work their trading enterprises far more deliberately and 
systematically from the standpoint of profit and revenue than is 
the case in this country. Here the effect of Government pressure 
may no doubt be seen, for no German Government likes to see 
the income tax unduly raided for local purposes ; hence the 
common injunction that in their search for revenue the communes 
must first develop their business undertakings to the utmost, and 
only when that has been done, fall back upon taxes. It should 
be added that while Drs. Sudekum, Lindemann, and Schwander, 
who are amon^ the foremost authorities on practical questions 
of local government in Germany, are responsible for the bulk of 
the articles, their work has been admirably supplemented by a 
number of collaborators, each a specialist upon the subject or sub- 
jects entrusted to his care. All these laborious workers have 
brought to their task excellent judgment, a nice discrimination, 
and the proper scientific spirit so necessary to a book of the kind. 

William Harbutt Dawson 

Psychology and Industrial Efficiency. By Hugo Munsterberg. 

(London : Constable. 1913. Pp. viii.+321. Price 6^. net.) 

Professor Munsterberg’s earlier work in the border regions 
where psychology comes into touch with political philosophy, the 
work of the law-courts, pedagogy, and the healing art, have shown 
his capacity for broad, effective, stimulating generalisation. Such 
recent publications as Miss Goldmark’s Fatigue and Efficiency, 
Mr. Taylor’s Scientific Management, and Dr. W. D. Scott’s 
Psychology of Advertising have brought home forcibly to many 

u 2 
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stiidents the close relations between many economic problems and 
the rapidly developing work of experimental psychology, and the 
possibility of the centre of gravity in economic research shifting 
in the future further from the mathematical in the direction of 
psychological methods, now that psychology is outgrowing its 
earlier metaphysical tendencies. An attempt at a comprehensive 
survey of the present and future points of interaction between 
psychology and economics by a notable exponent of the former 
should therefore have a high value for economists. Few psy- 
chologists now treat of “mind” as a sort of metaphysical entity 
round which to group abstract laws of universal validity. The 
laboratory has been steadily displacing the conception of a 
“normal mind” as a subject for imposing generalisations, and 
is substituting the more fruitful plan of research into the varieties 
of human characteristics. “As long as experimental psychology 
remained essentially a science of the mental laws common to all 
human beings ” (writes Professor Miinsterberg) “an adjustment 
to the practical demands of daily life could hardly come in ques- 
tion.” ... “In practical life we never have to" do with what 
is common to all human beings, even when we are to influence 
large masses ; we have to deal with personalities whose mental 
life is characterised by particular traits of nationality, or race, or 
vocation, or sex, or age, or special interests, or other features by 
which they differ from the average mind which the theoretical 
psychologist may construct as a type.” 

The outline of possible future developments of the new border- 
line study suggested by Professor Miinsterberg is as follows : — 
“We ask how we can find the men whose mental qualities make 
them best fitted for the work w^hich they have to do; secondly, 
under what psychological conditions we can secure the greatest 
and most satisfactory output of work from every man ; and finally, 
how we can produce most completely the influences on human 
minds which are desired in the interest of business.” The volume 
is accordingly divided into — Part I., The Best Possible Man; 
Part II., The Best Possible Work; Part III., The Best Possible 
Effect. 

The title of Part I. suggests the same sort of difficulties as 
confront the eugenist, for the immediate future, at least, 
there is the same necessary moderation of hope and aim — the 
elimination of those who are provedly unfit for any type of 
economic activity, rather than the selection of the ideally fit. 
As the eugenist leaves the main sphere of choice as regards 
marriage and procreation to individual fancy and initiative, so the 



1914] mCnstbrberg: psychology and industrial bppicienc.y293 

economic psychologist must leave candidates for employment to 
follow in the main their personal impulses. Yet selection of 
careers would undoubtedly be aided by a knovv^ledge of the wide 
extent of individual differences with regard to “individual psy- 
chological rhythm, attention and emotion, memory and will 
energy, disposition to fatigue and restoration, imagination, sug- 
gestibility and initiative,** and also the “plasticity of the psy- 
chological apparatus as an independent inborn trait.” “It is often 
surprising to see how the most manifest differences of psychical 
organisation remain unnoticed by the individuals themselves”; 
and even when such self-knowledge is achieved, knowledge of 
“the inner labour, the inner values, and the inner difficulties and 
frictions ” of any vocation 'are too often unknown to beginners 
at it. The psychotechnical problem is “to analyse definite 
economic tasks with reference to the mental qualities which are 
necessary or desirable for them, and we have to find methods by 
which these mental qualities can be tested.” Only a few small 
beginnings have been made. But Professor Miinsterberg seems 
to be endowed, with a genius for constructing experiments of a 
type that win the confidence of business leaders by their convinc- 
ing utility, and are valuable to the theoretical student for their 
high suggestive value. 

As regards Part II. — “the best possible work” — perhaps the 
most interesting chapter is that dealing with the problem of 
monotony. The writer’s conclusions are a useful corrective of 
much loose popular psychology. After extensive investigations, 
Prof. Miinsterberg has become “more and more convinced that 
the feeling of monotony depends much less upon the particular 
kind of work than upon the special disposition of the individual.” 
. . . “There are evidently persons who, after they have received 
an impression, are unable immediately to seize the same impression 
again. Their attention and their whole inner attitude fails. But 
there are evidently other persons, for whom, on the contrary, the 
experience of an impression is a kind of inner preparation for 
arousing the same or a similar impression.” There are also some 
suggestive remarks on problems which have never been touched 
experimentally : — the effects on different types of workers of 
climatic conditions (especially important in seasonal trades) and 
of morning, afternoon, and night work (different organisms being 
especially fitted for each) ; the effects of loss of sleep, temporary 
insufficient nourishment, and the use of alcohol — the last-men- 
tioned being especially dwelt on to illustrate the complexity of 
a superficially simple problem. In this, as in many other in- 
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stances, the writer is more concerned with pointing out what, 
though not yet investigated, might profitably be investigated, than 
with the exposition of established results. 

L. Alston 

The Dangers of Democracy : Studies in the Economic Questions 
of the Day, By the late Thomas* Mackay. Edited, with an 
Introduction, by Sir Arthur Clay, Bart. (London : John 
Murray. 1913. Pp. 328.) 

This book consists of articles which the author from time 
to time contributed to The Quarterly Review between the years 
1894 and 1909. It would have been improved if the editor had 
stated at the head of each chapter the date at which the article 
appeared, for it is not always easy to discover this from the text. 
Again, where books reviewed, it would surely have been 
better to mention them at the head of the chapter. This would 
have avoided the perplexity which naturally arises on finding in 
Chapter VII. references to ‘‘authors mentioned above,” when 
no authors have been mentioned above. • 

The late Mr. Mackay was probably best known by his History 
of the Poor Law , and as an uncompromising opponent of anything 
which could possibly be suspected of even the slightest taint of 
Socialism. We believe he even had leanings towards a post office 
conducted by private enterprise. The first three chapters of the 
book are on Trade Unionism, and Chapters IV. and V. deal with 
Wages and Savings, and the Minimum Wage. Chapter VI., on 
Democratic Finance, apparently written about 1896, is of more 
interest to historians than to economists. To the author’s great 
alarm, imperial expenditure had then just reached £100,000,000 
a year, but the revolt against democratic finance had, he believed, 
‘‘come at last ” (p. 185). Chapter VII., which was written about 
the same time, is entitled Orthodox Economics. It contains some 
now well-known criticisms of Eicardo, Mill, Jevons, and other 
economists, but is mainly occupied in insisting that greater atten- 
tion should be paid to the writings of Whately, H. D. MacLeod, 
and Sir Louis Mallet. Chapter VIII. contains a vigorous denun- 
ciation of Municipal Trading, and Chapter IX. a not very 
illuminating criticism of the Eeports of the Poor Law Commission 
of 1909. 

These later chapters call for no special comment, but it may be 
remarked in passing that Mr. Mackay does not always appear 
to have been very well acquainted with the views of those he 
criticised. It is, e,g,, incorrect to speak of Henry George's 
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‘‘crusade in favour of the nationalisation of land” (p. 248), nor is 
it true that “the dnly Socialist system which has been worked out 
in detail is that of Marx ” (p. 276). 

The first five chapters are the most interesting in the book 
from the point of view of the economist. They seem to us to 
display a misplaced optimism with regard to the ease with 
V, hich industrial problem^ can be solved, combined v/ith an 
undue pessimism as to the effect of methods which are being 
suggested by those who do not accept Mr. Mackay’s individualistic 
creed, and of measures which are being taken by the working 
classes themselves. “Can this proletariate acquire the security and 
contentment which now belong to the property-owner, by any 
method other than that which has been followed by the prop vrty- 
owner himself?” (p. 13), is the question raised by Mr. Mackay, 
which he, of course, answers in the negative." But how did the 
property-owner acquire this security and contentment, is an 
obvious rejoinder which wiill naturally occur -to many. The 
author seems to think that the tendency is always for wages to 
rise, and for the. price of commodities to fall. Thus if the workers 
are only industrious and thrifty, there is nothing to prevent them 
becoming capitalists; or, rather, only one thing is necessary — 
free exchange. The labourer must have absolute freedom to 
dispose of his labour where he pleases, and for whatever wages 
he likes to accept, and all impediments in the way of his moving 
easily from trades where wages are low to those where wages 
are high must*be removed. Trade Unions Mr. Mackay regards 
not merely as a form of tyranny, but as a dangerous obstacle 
to the free exchange of labour. Many pages are filled with illus- 
trations of the practice and demands of Trade Unions at the time 
of the Engineers' strike in 1897, taken from the reports of the 
A.S.E. and from letters of employers to the Employers’ Federa- 
tion. With regard to all the cases quoted, we cannot help feeling 
that we should like to know more about the other side ; why these 
demands were made, for instance. Many more pages contain 
graphic descriptions of the sufferings of blacklegs, which the author 
attributes to the tyranny of Trade Unions. It never seems to have 
occurred to him to inquire whether it is Trade Unions that are at 
fault, or whether the blame does not rest with the industrial 
conditions which make necessary Trade Unions and strikes, with 
all the sufferings they entail. 

Mr. Mackay does not seem to us quite to have realised the im- 
portance of the standard rate from the Trade Union point of view. 
He admits that the admission of non-Union labour to a trade would 
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probably have the effect of reducing wages; but this, he appar- 
ently thinks, would only be temporary and would not much 
matter, for wages would again be raised by the action of demand 
and supply. He regards labour as much more mobile than it 
really is, and does not seem to see that even a temporary fall 
in wages may involve great hardship. He severely criticises 
Mr. and Mrs. Sidney Webb’s views with regard to parasitic 
trades, but he does not seem to be at all clear as to the meaning 
of the term. A parasitic trade is not one in which wages are 
low because the worker has other resources, as Mr. Mackay seems 
to think, but one in which the worker has to be •maintained from 
other sources because his wages are low. 

We do not mean to imply that these chapters contain no good 
criticism of Trade Unions ; on the contrary, the author lays his 
finger on several very weak spots, to the existence of which Trade 
Unionists themselves are fully alive. The disastrous effect of 
disputes about demarcation is a caae in point. 

In Chapter V. Mr. Mackay comes to the conclusion that the 
minimum wage is both impracticable and unnecessary. It is 
unnecessary because free exchange, unhampered by Trade 
Unionism, would bring about better results, and most of the 
usual arguments concerning the impracticability of fixing wages 
by law' are well and clearly stated. Some of the arguments used, 
however, are based on assumptions which are by no means 
universally true; e.g., it does not follow that the establishment 
of a minimum wage always means increased cofet of production 
(p. 162), nor is it “perfectly certain that increased cost of produc- 
tion will diminish demand ’’ (ibid). It is no doubt true, as the 
author points out, that the minimum w'age might mean that 
the inefi&cient would be deprived of their employment. But he 
fails to see that to allow them to work for sweated wages without 
a minimum is to bring down numbers of the efficient to their 
own level. 

“Has the natiop really grown sceptical as to the beneficent 
and organising power of Liberty?” (p. 205) asks Mr. Mackay. 
We agree with him in thinking that it has not. But it 
has, we believe, grown more than sceptical as the beneficent 
and organising power of the kind of laissez faire which he 
advocates. 


H. Sandeeson Fuenisb 
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Materials for the Study of Elementary Economics, Edited by 
L. C. Marshall, C. W. Wright, and J. A. Field. (Chicago 
University Press, and, in U.K., Cambridge University 
Press. 1913. Pp. xvii. +927. Price 125. net.) 

Let us cease to prate of forty-storey sky-scrapers and billion- 
dollar trusts. Such indications that America is the coimtry of 
big things are unconvincfng trifles beside this volume. On this 
side of the Atlantic teachers are content to dictate to their classes 
a few references, or at most to hand round a reproduction of a 
typewritten list. In Chicago they print the passages in full on 
a thousand pages. It is magnificent, but I doubt whether it is 
education. Tlie young should^ be made to use their mental as well 
as their physical teeth. How much better that the student should 
bite an example of change of market value for himself off the 
newspaper of the day than that a stale one should be cut out, 
mashed up, and administered with a spoon by three excellent 
Chicago professors ! Is a proper sense of the relativity of economic 
doctrine likely to be promoted by snippets from Adam Smith, 
Basiiat, Irving *Fisher, the Minnesota Tax Commission, and 
scores of other incongruous authorities printed together all in the 
same very undistinguished tyi>e, and with nothing to separate 
them except a single ‘‘white line’’? In a perfect world students 
would be provided with nothing but original editions in original 
binding. We cannot rise to that ideal, especially in America, but 
it is better to sge a modern edition than only a snippet. And if 
we must have snippets, w^e might at least have them all carefully 
and conspicuously dated. The rule of the book is to put the date 
in a footnote^ but it is often altogether ignored. It would have 
been much better to put the source and date of each extract at 
the head of it, and also to have made some use of the page 
headlines. 

While I doubt the desirability of putting the work in the hands 
of students, I think that it may be very useful to teachers, and 
that its utility to British teachers will be none the less because 
most of the facts dealt with are American and many of the sources 
not easily accessible out of America. Who on this side would 
have been likely to make use of the excellent passage on the 
localisation of industry which the editors (pp. 189-97) have culled 
from the U.S. Census of 1900? And that substantial work is far 
more accessible than the numerous reports of governmental com- 
missions and other agencies from which useful extracts are made. 

Edwin Cannan 



NOTES AND MEMORANDA 


Canadian Currency. 

The Crold Exchange system of currency bids fair to become 
an accepted tenet of the Higher Criticism in Economics. Here 
in Canada we have* come near to tlie system already, and 
a Canadian is tempted to compare East and West, in the light 
of Mr. Keynes’ recent book on Indian Currency and Finance 
for the East, and for the West in the light of a report lately issued 
by the Finance Department of the Dominion Government on the 
“Public Accounts for the fiscal year ended March Slat, 3913.” 

Gold is the monarch of metals ; “they crowned him long ago” 
in England, and Canada is one of his loyal subjects. Canada has 
not been unhappy in her currency. Borrowing her coinage 
mainly from the United States and her banking mainly from 
Scotland, she has had no iron law of 1844 and for two centuries 
no greenbacks. Her history and her commerftial relations are 
reflected in her recognition of gold sovereigns, gold eagles, and 
gold “beavers” as equally legal tender, as if gold were the essence, 
wherever coined. The equivalence of gold bars has not been 
recognised in legislation, at the date of writing. Only a very 
small part of the Government Reserve is in bars. 

Nominally, then, we do not possess the Gold Exchange System ; 
we do not have it in its ideal or Ricardian form. In theory ours 
is a Gold Standard with a Gold Currency. 

But in practice it is the Gold Standard without the Gold 
Currency, “the only proper currency in the world” (Sir Edward 
Clouston, Indian Currency Committee, 1898, anew. 6778). The 
currency used every day by ordinary folk consists of silver and 
bronze tokens, from one cent to fifty cents. Dominion notes, and 
the notes of the twenty-four chartered banks. From the table 
given on page xx. of the “Accounts” we can deduce that each 
Canadian in 1912 needed $2 29 of Canadian silver coin, 14J cents of 
bronze, and $3‘14 in the small Dominion notes of from 26 cents to 
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four dollars in amount. This comparison alone shows a preference 
for paper, whatever allowance be made for the absence of a silver 
dollar to prefer. But,^ besidep, there were wanted by each 
Canadian from $10 to $12 in the notes of the chartered banks. 
Canada is unlike British India; her education in the use of 
cheques as well as notes is fairly complete already ; and there is 
no provincu wheia notes do not circulate and cheques are 
not used. The chief current money of the Canadian is paper- 
money. He has his irreducible minimum of metal tokens. As 
Canada becomes more crowded, the need of economy may be 
more felt and the use of bronze coins may become larger than 
it is. At present it is significantly small, and no country presents 
a greater contrast with British India, where the native looks 
closely at very small expenses and needs very small fractional 
coins by which to measure them. # 

The circulation of the bank-notes is^ given in the Dominion 
Gazette month by month, as the law directs. For the transac- 
tions of banks with banks there are large notes issued by the 
Dominion Goveroment ; and for the transactions of Government 
with the banks and for little else within the country there is 
need of gold coins. The Dominion notes, including the small ones 
to $4, of which the Dominion Government has a monopoly, are 
really gold certificates, in whole or in large part. If in theory 
(see Mr. Keynes, p. 37) silver tokens are so, too, against the 
Government, yet in practice no silver tokens in Canada play any 
part like that cfE the rupee in India ; and the claims of silver 
may be neglected. No part of the Government reserve is 
kept in silver. At the back of a circulation of Dominion notes, 
small and great, amounting on March Slst, 1913, to $112,101,885, 
there was a reserve of $98,507,112, in gold (Accounts, p. xv.). 

We may call it 93 millions, for about 5J are supposed to be 
held against the deposits of the Government Savings Banks, 
though apparently not “ear-marked” for that purpose. It is a 
sum equal to the whole “national debt ” of Canada in the first year 
of Confederation (Accounts, p. 77) ; and, if it is dwarfed in amount 
by the 1,290 millions of the United States Treasury, it is a great 
sum for a population of hardly eight millions. 

This large reserve is practically the only gold reserve in the 
country against anything in the nature of a panic. The amount 
of “current gold and subsidiary coin” held by the twenty -four 
chartered banks, according to their monthly returns, for 
example, on July 31st, 1913 (see Gazette of August 30th), was 
a good round sum, over 42 millions; but it may be called 
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' an actuarial reserve, an insurance against ordinary risks, 
the probable calls of a normal banking business. It is not 
a reserve against notes. In this country, a bank’s notes 
are limited not by the gold it holds so much as by its 
paid-up capital ; and its legal obligation in the matter of 
a reserve (so long as the issues are within the paid-up capital) 
is not to make it a certain proportion of anything else, but, what- 
ever its size, to hold 40 per cent, of it in Dominion notes. The 
bank notes, the notes of the whole group of chartered banks, are 
guaranteed by a “circulation fund,” to which the whole group 
contribute, as well as by priority of ranking as against other 
claims. The reserve is against ordinary liabilities other than 
notes ; and it is not too large, 42 against 1,275 millions, especially 
as it is not in any case all gold. Sir E. B. Walker, in 1911, 
put the average amount held by banks in “specie and legal 
tenders ” at 10 }>er cent, of the liabilities (address to Institute 
of Bankers, London, June 12th, 1911). Mr. Hartley Withers says 
that six leading English banks in 1908 held 18 per cent. ; and, 
as he counts this high, perhaps he, too, would ^have been content 
with 10 {Meaning of Money, second edition, p. 264). A very 
different picture is presented when we look at the Government’s 
reserve against Dominion notes. 

Mr. Keynes (p. 156 of his Indian Currency) thinks it “ex- 
travagant to maintain a reserve adequate for all conceivable 
emergencies.” He might quote Mr. Wicksteed’s ingenious 
paradox : “The fact that a thing happens does not prove that it 
would have been wise to provide against it” (Common Sense of 
Political Economy, p. 120). Neither author would care to reduce 
a currency reserve to the proportions of an actuarial banking 
reserve. Allowance must be made for possible panics, and the 
question is. What panics and what allowance? 

In Canada a panic throwing doubt on Dominion notes is 
not conceivable. A panic throwing doubt on the notes of all 
the twenty-four chartered banks at once is hardly conceivable, 
though just conceivable. A panic throwing doubt on the notes 
of one particular bank is not only conceivable, but has occurred. 
It might reasonably be asked if a gold reserve of 98 (or even 93) 
millions is absolutely necessary when the utmost drain upon it 
by the strongest bank in the Gazette's list would be about 21 
millions? This is a little above the highest holding of Dominion 
notes by any one bank in any one month of 1913. 

The confidence of the Canadian people in their bank-notes 
exceeds that of the Scotch in their own. Sir Edward Clouston 
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said (in effect) to the Committee on Indian Currency, 3898, (answ. 
6787), that any hoarding there might be in Canada would be of 
bank-notes. Mr. Keynes remarks that in India the note circula- 
tion is less in the busy season, for the cultivators want silver 
in payment of their harvest (p. 63). On the contrary, when the 
Canadian farmers want good money for their grain, it is notes 
they have in mind , and the constant cry in summer is for mOi.e 
notes, whether Dominion notes or bank notes. This eager 
demand has carried the issues of the banks in the last half-dozen 
years to the full extent of the paid-up capital, beyond Sir Edward 
Olouston’s expectations in 1898. The limit was not only reached, 
but by permission over-passed. The new Bnnk Act of 1913 enables 
it to be over-passed more regularly , on the orthodox plan of gold 
against notes. The Act permits the banks to establish a Central 
Gold Reserve of their own. Against this, Uiey issue “dollar for 
dollar,” according to their several deposits in it. Such issues may 
increase their prestige by showing they can dispense with the 
help of the Dominion Government. Otherwise it seems an un- 
profitable transaction. 

The deposits in this new Reserve were in October, 1913, over 
7 millions, in November over 8, in December 7J, and in January, 
1914, at the winding up of the harvest, no more than 3J-, with only 
eight banks contributing. 

Perhaps there is no country so seldom using gold coins 
in daily life and business that makes so much of gold coin 
as the invisible Rasis of currency. The result is a feeling of 
security not likely to be disturbed ; but the price paid for it is 
an accumulation of barren metal beyond any conceivable 
need for the metal, except wliat w^ould arise in a panic fear 
of the dissolution of civilised society, “the frame of things 
disjoint.” 

Mr. Keynes would probably advise a lightening of the burden 
by a resort to the money market (p. 156), in this case of New 
York and London. The Dominion Government might, like 
the banks, include short loans in their provision against 
liabilities in normal times; it might have liberty to lend from 
its reserves in abnormal times. But public opinion desires a 
Government to be even more cautious than a good bank, and 
would probably be against the adoption* of the merely actuarial 
principle, or even an approach to it, in the matter of currency. 
The Canadian system seems likely to remain what it is, a form 
of the gold exchange system with one feature exaggerated. 

It might be brought nearer to the ideal form by the more 
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extensive substitution of bars for coin in the reserve. There could 
not be a replacement of the whole of the coin. Bespect must 
be shown to the convenience of men of business dealing with 
New York, who will always from time to time have need of 
American eagles, legal tender in both countries, ready coined and 
at hand. Then there is the bankers’ convenience. “We keep 
American gpld against our foreign balances ; the gold is really 
no use to us till it passes out of the country, giving us credit 
balances in other countries to draw against ” (Clouston, loc, cit,). 
In the latter case bars would do as well. But, largely because they 
are legal tender in both countries, and the new Canadian pieces 
and sovereigns are legal tender in only one, the eagles and double- 
eagles have been heaped up in the reserve in greater proportions 
than their rivals. Out of 98 millions, 93 are in gold pieces of the 
United States. The rbars are not quite a quarter of a million ; 
but for most purposes of foreign trade, bars with their fixed value 
in dollars would serve as well as coin. The process of striking 
would be saved ; the labour of verification would be lessened, as 
well as the wear-and-tear involved in it. In Canada, as in India, 
“gold is brought to the Mint not to satisfy a demand for new 
gold currency, but because the owners of the gold wish to sell it” 
(Mr. Keynes, pp. 85, 86) ; and once they get its price, the sellers 
have no desire to see their article again. It is true that the 
tendency, so far as it goes, for the “over-production” of gold to 
increase prices will not be affected by the substitution of notes 
or certificates for gold coins, or by the manufailcture of bars in 
place of coins. Nor would this last be at all incompatible with 
the “managed currency” that Sir Kobert Giffen deplored and 
Prof. Irving Fisher desires. We should have our hands free to 
“manage” the currency or not, as we chose. It would but bring 
us an inch or two closer to the ideal gold exchange standard, and 
would save Government from making large quantities of unsale- 
able goods in the form of coins. 

The Finance Department of the Dominion, on March 3Ist, 
1913, had in circulation notes to the value of $112,101,885. 
Against this the law required a reserve in gold of 

(1) Twenty-fiye per cent, of $30,000,000, viz $7,500,000 

(2) Dollar for dollar in the case of the notes exceeding 

30,000, viz. .A $82,101,885 

Besides 

(3) Ten per cent, of the amount of Savings Banks’ 

deposits, viz $5,714,048 

Total $96,316,933 
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The actual holding was ; — 

British sovereigns $4,264,744 

Canadian gold pieces (110 and $6) $0,810,970 

United States gold pieces ($20, $10, and $0) $93,208,464 

Bullion (gold bars from Ottawa Mint) $0,222,933 

$98,607,112 

{Public Accounts, p. xv.) 

The Daily Statement of the U.S. Treasury for January 2nd, 
1914, furnished by the courtesy of the Director of the Mint, shows 
that on that date the Treasury held gold in its gold reserve and 
currency trust funds, in addition to $23,852,488 gold coin held 
in the “General Fund” against ordinary Treasury liabilities, to 
the amount of $1,260,985,969, against currency liabilities of 
$1,116,985,969 in gold certificates, $2,555,000 in Treasury notes, 
and $346,681,016 in United States notes, total, $1,466,221,985. 
The silver certificates ($489,570,000) have their own silver reserve. 
They have no parallel in Canada. 

Ottawa, J. B. 

January, 1914. 


A Letter from Japan — Japanese Finance, 1910-1913. 

(1) General Remarks. 

As I mentioned in my last letter,* an unusually low rate of 
interest and a succession of debenture issues were the most 
striking features of 1910. During the first half of 1911 also 
debenture issues continued to appear ; and owing to the redemp- 
tion of a vast amount of exchequer bonds at the end of May 
and to a large interest payment of national loans at the end 
of June, the money market kept up the long-continued ease to 
the middle of that year. On account of a large importation of 
merchandise in anticipation of the new tariff, the excess of 
imports over exports was strikingly increased, and by the end of 
July the excess was more than one hundred and twenty million 
yen. A low rate of interest encouraged fresh enterprises, and 
the importation of machinery and raw materials increased yet 
further, while the good crop of rice expected the autumn following 
greatly stimulated the purchasing power of the farmers. The 
prospects of the business world were, therefore, very promising. 
With the progress, however, of the troubles in Morocco, the money 
markets of Europe became very firm, while the disturbances in 
‘ See Eoomomio Joubnal, December, 1910, in continuation of previous letters. 
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Central China which occurred in October suddenly showed the 
gravest features. Our export trade, especially to China, which 
had been expanding with great rapidity in the previous months, 
suffered all at once a great interruption, the exports to Central 
and Southern China being almost at a standstill. 

With the retirement of the Manchu Dynasty in February, 
1912, the disturbances in China w^ere checked, and the export 
trade to that country began to revive gradually. The estab- 
lishment of the Franco- Japanese Bank foreshadowed increased 
facility for the importation of foreign capital. The stock ex- 
change market became more and more active. New enterprises were 
planned. The import trade flourished exceedingly, and the excess 
of imports over exports reached one hundred and twenty million 
yen in the first half of the year. Though the death of his Majesty 
the Meidji Tenno at ^le end of July was a cause of the deepest 
grief to all subjects of the Empire, the influence of it upon business 
was insignificant. At the end of August, there occurred a 
default of commercial bills by respectable firms at Nagoya, and 
the bankruptcies of leading houses in Tokyo and^ Osaka caused an 
uneasiness in some quarters, while in Europe the outbreak of 
the Balkan War caused anxiety to the money market. With 
the rise of the discount rate in London and other European money 
markets, the Bank of Japan’s discount rate was raised in October 
and in November. Though the opposition of the Saionji Cabinet to 
financial expansion for the coming fiscal year, and the political 
crisis of the autumn, which was caused by the question of the two 
army divisions expansion, gave great uneasiness to business circles, 
the general tendency of business enterprise toward the close of 1912 
was very active. Prices and wages rose in a striking manner. The 
foreign trade reached an unprecedented amount both for exports 
and for imports. 

(2) The Money Market. 

As mentioned above, the money market of 1910 and the first 
half of 1911 was unprecedentedly easy. The Bank of Japan, which 
lowered its discount rate from 5T1 per cent, to 4*75 per cent, in 
March, 1910, maintained the same rate right up to September, 
1911. Market rate was also very low during the saflie period. 
The average of the discount rates at Tokyo, which was 8*96 per 
cent, in January, 1909, 6*11 per cent, in January, 1910, and 
5*87 per cent, in June, 1910, was 6*6 per cent, in January, 1911, 
which rate continued up to August of the same year. But in 
that month the rate touched bottom. In September, 19]^1, 
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the Bank of Japan’s discount rate was raised from 4*75 
per cent, to 6*48 per cent., and was continued at this rate 
up to the end of that year. The average market irate, which was 
almost invariably at 5*6 per cent, during the first three quarters 
of 1911, was in October 6*25 per cent, and in December 6*86 
per cent. 

The rise of the rate in the last quarter of 1911 was partly 
due to the extraordinary decline in 1910 and the first half of 

1911, due chiefly to the abundant redemption of national loans 
in 1910 and in the previous year, and partly to the un- 
easiness of the Eiuropean money markets and the disturbances in 
China. In February 1912, the Bank of Japan’s rate was raised 
from 5*48 per cent, to 5*84 per-cent., in October to 6*21 per cent., 
and in November to 6*57 per cent., which rate continued up to 
the end of the year. The market rate, wjiich was already 6*86 
per cent, in December, 1911, was maintained at 7 per cent, 
during the first half of 1912. In the second half of the same year 
the rise of the market rate was very rapid and steady : in October 

1912, 7*5 per cent., in November 8*13 per cent., and in December 
8*58 per cent. If it had not been for the payment in cash of the 
purchase price of the Tokyo railway, the rise of the rate of interest 
might have been seen early in the first half of 1912, and the 
total rise might have been more remarkable. 

From the beginning of the year 1911 the amount of funds for 
new business enterprises and for extension showed a substantial 
increase. According to the calculation of the Bank of Japan, 
the figure for the whole year, which w^as in 1908 yen 135,232,120 ; 
in 1909 yen 128,257,535 ; in 1910 yen 487,000,650; and in 1911 
yen 361,139,500, went up to yen 521,108,600 in 1912. The rapid 
and steady rise of the rate of interest in the second half of 1912 
was, indeed, due to the general tendency towards business exten- 
sion throughout the country as well as to the dearth of money 
caused by the extraordinary excess of imports over exports of 
general merchandise and the strict precautions taken by bankers 
against the fraudulent commercial bills. 


(3) Budget. 

Revenue. 

1911-1912. 1912-1913. 1913-1914. 

Yen. Yen. Yen. 

Ordinary 492,188,000 502,655,806 629,765,649 

Extraordinary 69,894,539 70,336,061 57,051,939 

Total 552,032,639 672,891,866 686,807,688 

No. 94. — VOL. XXIV. X 
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Expenditure. 


1911-1912. 1912-1913. 1913-1914. 

Yen. Yen. Yen. 

Ordinary 406,869,127 411,966,864 422,018,366 

Extraordinary 144,838,548 160,926,002 165,789,232 


Total 661,707,676 572,891,866 687,807,588 


The increase of expenditure in the fiscal year 1912-1913, 
amounting to about twenty millions of yen, was principally due 
to the progress of the public enterprises and to the gradual in- 
crease of their annual allotments. Among those enterprises the 
most important are schools, the telephone, river, and harbour 
works, as well as the completion of the military and naval re- 
fittings. To meet these increases of expenditure no special measure 
was found necessary, about one half of the balance being met by 
the surplus of the previous fiscal year, and the other half by the 
increase of the stamp duty as well as of the revenues of post, 
telephone, and telegraph services. 

The Saionji Cabinet kept to exactly the same plan for the 
redemption of national loan bonds as the Katsura Cabinet, and 
the sum devoted to the debt service from the general account 
amounted to yen 142,254,905. Out of the total sum yen 
50,000,000 was to be used to redeem the principals of the national 
loans, both in foreign and home markets. 

Owing to the political disturbances at the end of 1912 and at 
the beginning of 1913, the budget for the present fiscal year, 
1913-1914, could not be fully considered in time by the Cabinet 
and by Parliament, and consequently that of the fiscal year 
1912-1913 was taken up as a temporary budget. On the first 
of July, 1913, however, the actual budget was published together 
with proposals for administrative retrenchment. Details in con- 
nection with this will be given at the end of this letter. 


(4) Foreign Trade. 



Exports. 

Imports. 


Exports. 

Imports. 


Yen. 

Yen. 


Yen. 

Yen. 

1892 .... 

.. 91,102,753 

71,326,079 

1909 .... 

... 413,112,511 

394,198,843 

1902 .... 

.. 258,303,064 

271,731,258 

1910 .... 

.. 458,426,694 

464,233,808 

1906 ... 

.. 423,754,892 

418,784,108 

1911 .... 

.. 447,433,883 

613,805,705 

1908 .... 

.. 378,246,673 

436,257,462 

1912 .... 

.. 626,981,842 

618,992,277 


The foreign trade of Japan made great progress after each of 
the great wars against China and Eussia. In 1911 the usual excess 
of imports in the first half of the year was further enlarged by 
the large imports in anticipation of the new tariff, which came into 
force in August of that year. In the rest ®f that year, however, 
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the excess of exports was very remarkable. But for the dis- 
turbances in China, the balance of trade might have been met 
entirely. 

Among other things, the increased export of coal was the 
most remarkable fact. This was due to large exports to the 
Philippines and the Straits Settlements owing to the British coal 
strike. The exports of silk decreased a little owing to bad markets 
abroad. And a large decrease was seen in the export of cotton 
yarns due to the disturbances in China. 

In the import trade a large decrease was seen in the importa- 
tion of cotton goods, partly due to large importations in the 
previous year, and partly to the rise of price of American 
cotton. With this and a few •other exceptions, almost all other 
important imports greatly increased. The importation of ma- 
chinery, locomotives, rails, &c., increased owning to anticipations of 
the new tariff. And owing to the bad crop of the previous autumn 
and the extraordinarily high price of rice, the importation of 
foreign rice and fertilisers of every kind was greatly increased. 
Thus, as showm in the above table, the foreign trade was un- 
precedently unfavourable in 1911. 

In 191*2 foreign trade showed a great increase. In the export 
trade most important articles saw great increase. The increase 
of the exportation was: in silk, yen 21,450,000; in braid, yen 
10,940,000; in cotton tissue, yen 5,9*20,000; in copper, yen 
4,920,000; in coal, yen 2,330,000, &c., the total increase of the 
expoils amounting to yen 79,547,954, or 18 per cent. 

In the import trade, except that there was a slight decrease in 
calico, woollen cloth, indigo, &c., a great increase was seen in 
almost all important articles. The most remarkable figures were 
yen 54,040,000 in cotton, yen 14,090,000 in iron of various kinds, 
yen 12,430,000 in rice, yen 6,890,000 in sugar, yen 5,070,000 in 
wool, yen 3,000,000 in machinery, &c. ; the increase of imports 
amounting to yen 105,186,572, or 25 per cent. 

(5) Prices and Wages. 

Index Number of Commodities, 


Food, etc. Clothing. Materials. Average. 

1900 100 100 100 100 

U904 123 109 95 108 

11905 130 120 100 116 

1906 124 122 101 114 

1907 131 129 no 122 

1908 132 120 113 122 

1909 125 119 107 118 

1910 121 124 no 120 

1911 127 183 114 126 

1912 X... 154 130 119 133 


^ Years of the Russo-Japanese War. 
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, Tha tendency towards a gradual rise of prices in Japan was in- 
terrupted greatly in the latter half of 1909 and in the first half of 
the following year, principally owing to an extraordinarily good 
crop of rice in 1909. But in the latter half of 1910 and in 1911 
a steady rise of prices was resumed. 

In 1912 the brisk export trade, coupled with fresh business 
enterprises and the extension of industries, largely stimulated the 
tendency of prices to rise. 


Wages} 



1900. 

1907. 

1908. 

1909. 

19^0. 

1911. 

1912. 


Yen. 

Yen. 

Yen. 

Yen. 

Yen. 

Yen. 

Yen. 

Farm labourer . . . 

.. 0-30 

0-36 

0-36 

0-88 

0-89 

0*42 

0*44 

Tailor 

.. 0-59 

9-74 

Q77 

0-79 

0-81 

0-86 

0*90 

Shoemaker 

.. 0-47 

058 

0-63 

0-66 

0*67 

0-65 

0*69 

Confectioner 

.. 0-30 

0-36 

0-39 

0-40 

0-43 

0-45 

0*44 

Carpenter 

.. 0-54 

0-75 

0-81 

0-80 

0*80 

0-8.S 

0*87 

Plasterer 

.. 6-54 

0-76 

0-85 

0-82 

0*83 

0-86 

0-89 

Tile roofer 

.. 0-59 

0-87 

0-97 

0*94 

095 

100 

1-03 

Printer 

.. 0-34 

0-44 

0-47 

0-49 

050 

0-60 

0-60 

Blacksmith 

.. 0*48 

0-65 

0-68 

0*67 

0-69 

0-70 

0-71 

Cartwright 

.. 0-47 

0*63 

0-67 

0-65 

0-68 

069 

0*73 


1 For the figures from 1901 to 1906 see the Economic Journal, December, 1910, 
p. 645. 

Wages, which declined in 1909 with the general fall of prices 
in that year, began to rise once more in the year following. And 
in 1912, owing to the rise of prices and to increased enterprise, 
wages rose also. 

(6) Principal Financial Events in 1911 and 1912. 

A. The municipalisation of the Tokyo railway and the flotation 
of the municipal loans. — The municipalisation of the Tokyo street 
railway had been a long-cherished desire of the citizens of the 
capital, and its realisation had often been attempted. In June, 
1911, how^ever, an agreement was arrived at between the munici- 
pality and the Tokyo Bail way Company, and on July 5th the 
purchase was formally completed, the management of the railway 
being transferred to the hands of the municipality on the 31st 
of the same month. 

Among the effects of the purchase of so large an enterprise 
the most striking was that on the money market. The purchase 
price, amounting to yen 64,165,518, was to be paid in cash in 
the course of one year after the date of purchase. The Industrial 
Bank of Japan was trusted with the whole business of raising the 
money thus wanted in foreign markets. In March, 1912, the bank 
succeeded in raising the stated amount in London, Paris, and 
New York. The entire price was paid in cash on March 28th 
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to the shareholders of the company, which was consequently 
dissolved. Such a large sum of money could not be disbursed 
without a great effect upon the money market, which had been 
rather strained since the autunon of the previous year. 

B. Alteration of the Anglo- J apanese Alliance. — With the pro- 
gress of the conference on the general arbitration treaty between 
England and the United States of America, an alteration of the 
Anglo- Jananese Alliance had generally been long expected. On 
July 13th, 1911, the new treaty was signed in London. The 
term of validity of the alliance was prolonged by five years up 
to 1921. The most important point of the alteration was that, 
in case either party enters into a general arbitration treaty with 
any third country, it is not to* be compelled to go to war with 
that country. As England was at that time about to enter into a 
general arbitration treaty with the United ^5tates, while Japan 
had then no idea of contracting a general arbitration treaty with 
any country, it was deemed in some quarters rather one-sided; 
yet general public opinion has always been faithful to an alliance 
so necessary for the peace of the Far East and consequently of 
the whole world. 

C. The Change of Ministry in August, 1911. — After four years 
of office the Katsura Cabinet retired in August, 1911, and Marquis 
Saionji, President of the ‘‘Seiyu-kwai,** succeeded to the Premier- 
ship, some of the leaders of this party being included in the 
Ministry. The cause of the Ministerial change was very simple. 
The “ Seiyii-kwai,’* who had obtained nearly an absolute majority 
in the House of Commons and who had supported the Katsura 
Cabinet for many years, desired to form a Ministry, possibly 
of their own members. And the general public, being rather dis- 
appointed with the adjustment of finance by the Katsura Cabinet, 
welcomed the Ministerial change simply in the expectation that 
it might freshen the political atmosphere. Prince Katsura and 
his colleagues yielded to the popular wish, and a very peaceful 
political change took place. Marquis Saionji declared that his 
Ministry would make special endeavours in the reform of the 
finance and the administration. 

D. Disturbances in China. — Though the actual fighting during 
the revolution in China was comparatively trivial and confined in 
locality, economic and financial circles suffered a great deal, 
because the disturbances took place in the most important com- 
mercial centres, viz., the Yang-tse districts. The import and 
export trades came almost to a standstill, mainly on account of 
the entire suspension of commercial institutions » The Japanese 
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exports to China, which were yen 7,408,124 in December, 1910, 
fell to yen 4,984,158 in December, 1911, and the total exports 
to China during the whole year, which had been annually 
increasing in the previous years and which were yen 90,037,364 
in 1910, decreased to yen 88,152,792 in 1911. 

Whatever may be the prospect of the Kepublic which was 
established early in 1912, its influence on economic and financial 
circles are no doubt exceedingly striking. The revolution has 
greatly stimulated the inclination of the people towards every- 
thing new, and the consumption of foreign goods increased in 
a striking manner. The exports to China in December, 1912, for 
instance, were yen 12,122,284. Comparing this with that for the 
corresponding period of the previous year, yen 4,984,158, the 
increase is very remarkable. The total of the exports to China 
during the year, whioh were in the previous year yen 88,152,792, 
increased to yen 114,823,727. 

E. Establishment of the Franco-Japanese Bank, — The at- 
tempt to establish a financial institution of a Tranco- Japanese 
nature had been very often made. In 1912 a pUin of establishing 
such a bank made considerable progress between the Societe 
Generale, the Banque de Paris, and the Industrial Bank of Japan. 
The president of the Industrial Bank of »Tapan proceeded to 
Paris in May for the execution of the project. On July 3rd 
1912, the Franco- Japanese Bank was established in Paris 
as a French cor|X)ration. The capital was yen 10,000,000 
(frs. 25,000,000), yen 4,000,000 of which was*" raised from the 
leading banks in Tokyo, the rest being divided among almost 
all the leading French banks, as w’ell as English, American, 
and Pussian capitalists. 

Besides general banking business, the newly established 
bank has many special functions, and a branch was opened in 
Tokyo. Beginning with the flotation of the debentures of the 
Oriental Colonisation Company, the business at the head ofiSce 
in Paris and at the Tokyo branch will prove a success. 

F. Death of his Majesty the Meidji Tenno, — His late Majesty 
the Emperor Meidji was healthy throughout the forty-five years 
of his reign. Therefore, when his illness was made public on 
July 20th, 1912, the surprise of the people was almost indescrib- 
able, and the love and loyalty of all his subjects were warmly 
expressed in every manner. But notwithstanding the heartiest 
prayers of all over the whole country, his Majesty passed away on 
July 30th. 

Throughout the forty-five years of his reign, during which 
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Japan made so great a progress in every direction, his Majesty 
was indeed the central power. His virtues and talents as a 
sovereign made Japan what she is. And his greatness was by no 
means limited to his glorious success in political and military 
affairs, but lay also in his able ministrations for the amelioration 
of his subjects. Especially his endeavour in education was beyond 
description, and his famous Imperial Eescript on Education will 
be handed down to posterity. His efforts in encouraging indus-^ 
trial and commercial developments, too, are worthy of praise. 
His loss is greatly to be lamented, and the country will feel it 
for years to coine. But the foundation laid by him is so firmly 
established, that there is no need to entertain fears about the 
future of Japan. To limit our sphere to finance, except that 
a slight depression was caused in the stock exchange market for 
a short time, general business did not suffer.by so great a national 
misfortune either to a great extent or for any long time. 

G. Change of Ministry in December^ 1912. — Shortly after the 
formation of the Saionji Cabinet, a bureau for the reform of 
finance and administration was established under the direct control 
of the Premier, in order to lessen the heavy burden of taxes. And 
in framing the budget for 1913-1914, all the departments, except 
the military department, agreed to diminutions in the expenses 
by from 15 per cent, to 9 per cent. But the military department 
obstinately insisted upon the two army divisions expansion 
scheme, and refused to use the sum, saved by reform of military 
affairs, for othei» objects than new expansion. As the result of 
this disagreement, the Minister for the Army resigned on 
December 12th, 1912. Being unable to find a successor to the 
portfolio, the Saionji Cabinet resigned on the 5th of that month. 
Many days were spent in vain in finding a candidate for the 
Premiership, and the third Katsura Cabinet was at last formed 
on the 21st in obedience to an Imperial order. Thus, to 
the great regret of the general public, the plan of the Saionji 
Cabinet for the general reform of finance and administration 
could not be realised. The Katsura Cabinet decided, be- 
cause of the want of time for framing a new budget, that the 
budget for 1912-1913 should be generally taken up as that for 
1913-14 ; but that during the course of the fiscal year the Govern- 
ment would endeavour to economise a sum of about fifty million 
yen in the execution of the budget, and in this way to carry out 
a considerable economy for the next fiscal year. But the popular 
disapprobation against the circumstances which caused the 
political change and the formation of the new Cabinet became 
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louder. On February 11th, 1913, the Katsura Cabinet resigned, 
and the present Cabinet was formed on the 20th of the month, 
with Count Yamamoto as its Premier, and based on the support 
of the ** Seiyu-kwai party. 

H. New Foreign Railway Loans , — In the last four fiscal years 
since 1909 the total of the construction and improvement expenses 
of the railways, which were raised in the form of short term railway 
bills and other treasury bills, and which were borrowed from the 
Deposit Bureau, amounted in aggregate to about yen 100,000,000. 
Of this sum the short term bills, yen 65,000,000 in total, were all 
due either on March 14th or on April 14th, 1913..» The necessity 
for raising loans of comparatively long date was felt. After 
a close investigation, however, the 'Government found the home 
market unprepared for the purpose, and hence it resorted to 
foreign markets. « 

On March 16th a loan of £3,000,000 was raised in London, 
part in the form of discount bills, and part in the form of notes. 
The bills were discounted at 6J per cent., and the notes bore 
5 per cent, interest, the issue price being £99. ^ With the sum 
thus raised part of the short term railway bills due on March 14th 
were redeemed, and the balance of those short term bills were 
converted into new bills due on either June 13th or 30th. The 
rest of the proceeds of the new London loans was used for the 
redemption of the borrowed funds from the Deposit Bureau. 

On April 24th, again, a loan of frs. 200,000,000, equivalent to 
about yen 77,400,000, was issued in Paris. The interest was 
5 per cent. , the term ten years, and the price of issue frs. 98. With 
this sum yen 20,000,000 of the short term railway bills and the 
treasury bills due on June 13th, and yen 25,000,000 of the short 
term railway bills due on June 30th w^ere redeemed. And with the 
rest of the proceeds the borrowed funds from the Deposit Bureau 
were redeemed. 

I. Administrative Retrenchment , — The burden of taxes, which 
was suddenly increased by the war of 1904 and 1905, gradually 
increased, contrary to the general expectation, year by year. The 
necessity for financial and administrative retrenchments was 
urgently felt. During the Saionji Cabinet a committee for inquir- 
ing into this question was established, with Marquis Saionji, the 
Premier, at its head. The Katsura Cabinet also made public its 
intention for administrative retrenchment. Under the Yamamoto 
Cabinet, at last, a retrenchment on a considerable scale was ofii- 
ciatly announced on June 13, 1913. 

According to this announcement, the increase of the revenues 
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or the decrease of the expenditures, compared with those of the 
Budget for the present fiscal year (1913-1914) , already explained 
above, stand as follows : — 

1. The General Account — total, yen 38,472,867. 

(а) Decrease of ordinary expenditure, yen 12,654,263. 

(б) Decrease of extraordinary expenditure, yen 17,829,704. 

(c) Decrease of the extraordinary military expenses, 

yen 663,318. ' 

(d) Increase of the revenues : — (1) In the ordinary account, 
yen 500,000. (2) In the extraordinary account, yen 6,925,582. 

2. The Spedal account — total, yen 31,900,566. 

(a) Increase of the revenues of the general account : by 
the transfer of the sugar* tax of Taiwan, the increase of the 
profit of the monopoly bureau, &c., yen 6,050,386. 

(b) Decrease of the expenditures of the general account : 
by the decrease of the supplementary expenses of the govern- 
ments of Chosen, Kwanto, and Kabafuto, yen 3,377,800. 

(c) Increase of the special account : by the increase of the 
profit of the Imperial railway, &c., yen 1,782,026. 

(d) Postponement of continuous expenditures depending 
on bonds and loans : by the postponement of the construction 
and improvement of the railways, and the constructing works 
of the governments of Chosen and Taiwan, yen 20,690,354. 

The grand total of the retrenchment amounts, thus, to 
yen 70,373,433.# Of this, however, yen 27,286,247, depending on 
bonds or loans or other resources, cannot be calculated as a resource 
of the general account. Therefore the balance, yen 43,000,000, 
is the total amount which can be regarded as the surplus obtain- 
able on the actual budget for the fiscal year 1913-1914. 

Again, however, as this sum includes some resources restricted 
to the present fiscal year, the sum which can be regarded as the 
permanent or annual resources for the future which is obtained 
by the retrenchment cannot, according to the view of the Govern- 
ment, be more than yen 22,500,000. 

When this retrenchment was fixed in June, 1913, about a 
quarter of the fiscal year had already elapsed, and the amount 
actually obtainable in the fiscal year is naturally much smaller than 
the figures above mentioned. According to the calculation of the 
Government, it thus stands : — 

(a) General account, yen 36,188,774. 

(b) Special account, yen 30,954,656. 

Total, yen 66,143,430. 
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Deducting the amount depending on the bonds, loans, and other 
resources, which cannot contribute any resources to the general 
account, the balance, yen 39,060,000, can be regarded as the 
surplus obtained by means of the retrenchment. 

J. SOYEDA 

Co7 respondent of the Boyal Economic Society for Japan. 


An Experiment in Decasualisatjon : The Liverpool 
Docks Scheme. 

A LITTLE voyage of discovery into the backwaters of the activity 
of Government Departments would o^ten repay the social reformer, 
and even the politician. The waters of life are sometimes stirred 
to more purpose and for greater good there than they are in the 
great political stream by all the noise and splash of Government 
Bills and Budgets and Armaments. In such a backwater — the 
great Docks at Liverpool — the Board of Trade for the last eighteen 
months has been grappling with one of the most important and 
difficult of social problems, unemployment and 'decasualisation. 
The Liverpool Docks Scheme has not received any of the doubtful 
advertisement of party controversy. It came almost silently into 
being in July, 1912,^ but the progress of this very interesting 
experiment can now be ascertained from an admirable paper ^ 
dealing with the first year’s wwking, by Mr. Williams, the 
Divisional Officer for the North Western Divisjon of Labour 
Exchanges and Unemployment Insurance. 

Dock labour all the w^orld over has a bad name ; in the popular 
estimation ‘‘the scum of the earth” drifts down from trade to 
trade and from occupation to occupation to form at last the dregs 
of our industrial system, the loaders and unloaders of ships. There 
is a certain amount of truth in this estimate. The unemployed 
and the unemployable, the loafer and the casual, are all attracted 
by “ a system of employment in which rapid and irregular fluctua- 
tions of work at different centres are met by the engagement for 
short periods of irregular hands.” The Liverpool Docks have no 
better, perhaps rather a worse, reputation than the average. It 
was known that we had there, in their crudest form, the economic 
and social evils of casual. labour and irregular employment, but 

^ Mr. ■Williams' original proposals were reviewed by Mr. R. H. Tawney in the 
Economic Journal for June, 1912, p. 263. 

* Paper on “ The First Year’s Working of the Liverpool Docks Scheme,” by 
R. Williams, B.A., Oxon. Read before the Liverpool Eoonon^ic and Statifi 
Society on Friday, 28th Noveipber, 1913, 
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before the present scheme came into operation no data existed 
for arriving at either the extent of the evil or the exact method 
of dealing with it. 

The scheme is worked by the Board of Trade and a Joint 
Committee of eipployers and employed. The first task has been 
to register every docker working in the Liverpool Docks, and no 
person unregisteied can be employed under the scheme in the 
Docks. The object of this is, as Mr. Williams points oat, to 
decasualise by closing the entry to the trade, rather than by “ the 
squeezing-out process.’* The two other most important features 
of the scheme ^re at present the arrangements connected with the 
clearance of wages and the attempt to render the labour force more 
mobile. It is impossible here to give any idea of the extremely 
elaborate system by which the Board of Trade pays weekly wages 
amounting to from £16,000 to £26,000 for^the sixty-five employers 
who are parties to the scheme. It is sufficient to say that this 
part of the system is of material benefit to the men — a very im- 
portant point, because it is absolutely necessary to start by making 
any scheme of decasiialisation acceptable to the men. A man who 
has worked for more than one firm during the week now draws 
his whole weekly earnings from the Board of Trade pay-hut, 
whereas previously he would have had to spend possibly a whole 
morning walking from one part of the docks to another in order 
to collect what was due to him from the several firms. 

The effect of the mobility of labour upon unemployment cannot 
be exaggerated# The Liverpool Docks stretch over many miles of 
ground. The system of giving and seeking employment was as 
follows. All along the docks the different employers, shipping 
companies, &c., have their separate “stands,” at which men seek- 
ing work apply. Now, it very often happens that owing to 
shortage of work at one stand there is an excess of men applying 
there, while at the same moment in another quarter of the docks 
an employer will find a shortage of labour at his stand. Prior to 
the scheme, there was no means by which either employer or em- 
ployed could learn the state of the labour market in other parts of 
the docks. The Board of Trade has now placed “ surplus stands ” in 
each area into which the docks are divided up. Any docker failing 
to obtain employment at a private stand, falls back upon the 
surplus stand. The surplus stands are all connected up by tele- 
phone, so that the employer finding a shortage of labour and the 
employed finding a shortage of work can immediately be brought 
into communication. This arrangement should within the docks 
ensure perfect fluidity of labour, and, when I visited the scheme 
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about a year ago, high hopes were entertained of it. It is an 
instructive lesson in human nature to find that, though the surplus 
stand has effected much, its utility has been impaired by all the 
old Adams that have for generations grown up in, and still haunt, 
the Liverpool docker and his employer. “Employers would fre- 
quently ring up for men and then, in the interval between giving 
the order and the arrival of the men at the ship's berth, they would 
pick up men at the dock gates or elsewhere. Consequently, when 
the men a.rrived they were not required.*’ “ Men sent from surplus 
stands frequently failed to turn up, and in a number of cases, when 
they did turn up, refused to work.” Lastly, an idea seems to 
exist in the docker that he is bound by a sense of honour only 
to work in one area, and that by going to work in another area 
he is in some way “black-legging.” 

The Liverpool Docks ^Scheme is an experiment, and that fact 
is clearly realised in Mr. Williams* pai>er. “When the Joint 
Committee made their recommendations, it was never for one 
moment considered that the last words had been said as regards 
casual labour,” It is, however, an experiment whicji has justified 
its present and its future existence in two ways. It has provided 
for the first time data for ascertaining the extent of the evil, 
and clear indications of how general methods of dealing wdth that 
evil, already worked out by writers like Mr. Beveridge, can be 
applied to this particular case. The figures in Mr. Williams’ 
statistical tables are of extraordinary interest ; never before has 
the student of unemployment been able to come •to such close 
quarters with the details which lie at the roots of casual labour 
in one large area of employment. The information obtained in 
the course of the attempt at decasualisation in the London docks, 
which began in 1891, does not compare in value with that now 
collected in Liverpool. 

By the end of March, 1913, the Board of Trade had issued 
about 31,000 tallies of registration ; that is to say, that there were 
in Liverpool about 30,000 men who are accustomed at some time 
in the year to seek employment at the docks. The maximum 
demand for men, even in the busiest i>eriod, never exceeds 23,000 ; 
the minimum demand in the slackest period is between 16,000 
and 16,000. During the past year, of the 31,000 tally-holders 

« 

2,138 did not work at all, 

2,764 worked in less than each ot'iO weeks, 

2,485 worked in each of from 11 to 13 weeks, 

4,836 worked in each of from 14 to 26 weeks, 



1W4] AN BXPBBIMKNT IN DBCAStJALISATION 817 

5,228 worked in each of from 27 to 39 weeks, 

14,020 worked in each of from 40 to 52 weeks. 

The system by which a tally-holder seeking work at the docks in 
i ny week has to deposit his insurance card with the Board of Trade 
also admitb of accurate information as to the number of dockers 
available in any given week, and the figures show that the nTimbe*^ 
available was always in excess of the demand. But though the 
number available was always in excess of the demand, there are 
still shortages of labour occasionally. “There was ample labour 
for the employers, had the men been prepared to work more or 
less continuously”; but — and it is the biggest “but” in the 
problem of casual labour — the men are not prepared to w^ork “more 
or less continuously.” 

Here we have the bare bones of the problem ; it is not difficult 
to fill in the flesh and blood. It is a problem of a fluctuating 
demand for labour. The fluctuation is tw^o-fold : first, a small 
permanent fluctuation; and second, a large seasonal fluctuation. 
The employers’ system of providing for these fluctuations has 
been to pay a high hourly wage with no permanence of employ- 
ment. The result is that for a demand for labour fluctuating 
between 10,000 and 23,000 there is a fluctuating supply with a 
maximum of 30,000. But this system, even from the employers’ 
ix)int of view, defeats itself. The wages paid are sufficient to 
maintain adequately a labour force of, say, 20,000 men; but they 
are inadequate when spread over a labour force of 30,000 men. 
Mr. Williams’ figures show that even in the busiest time of the 
year 27 per cent, of the total wage-earners receive 16^. or less 
per week, and he gives reason for believing that “there is a 
regular class of men whose subsistence wage is about 15^. a week, 
and who never want to earn more than this sum,” and that the 
existence of this class of men accounts for the occasional shortages 
of labour. But it is just this class of men that every system of 
casual employment infallibly breeds, for even the man who is 
willing to work regularly and earn a decent weekly wage never 
knows when he may not be turned away from the employer’s 
stand and see the 15.9.-a-week man taken on in his stead. 

Mr. Williams’ states his own solution of the problem in two 
words — Permanent Labour ; and no one who has any experience 
of casual labour will be prepared to disagree with him. The great 
achievement of the Liverpool Docks Scheme is that after one 
year’s working it has shown that that solution is not at the 
moment, but in the future, practicable. There is the machinery 
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there for gaming the necessary information, and, if only all parties 
concerned will have sufficient patience, there are elements in 
that machinery from which a practical system of decasualisation 
might be evolved. Mr. Williams rightly warns us against hasty 
action, but there is one reform that he considers might imme- 
diately be adopted and which in the future might have notable 
results. To put all lads employed in dock work on a regular wage 
“would certainly not affect the prospects of the present generation 
of dockers, and it would build up a fresh labour supply from 
youths who, from their earliest yeg^rs at the docks, had been 
habituated to regular work.” 

One of the most formidable difficulties in introducing per- 
manent employment on a regular wage for men will undoubtedly 
be the attitude of the men themselves. They “have been used 
to casual w^ork for generations past, and like it.” They like the 
high hourly wage and the possibility of earning in a few days 
sufficient to support them for a week or more ; they know that 
the fluctuations of demand for labour have attracted a large 
“reserve of labour,” and each one fears that, if regular employ- 
ment be introduced, he may be one of those squeezed out into 
the reserve. What he does not see is that this ‘‘casualisation of 
labour ” is only gathering up more and more men, like a huge 
snowball, to compete against one another, and, no matter how 
high the hourly wage may be, to reduce the yearly wage of all 
to a bare subsistence wage. 

The first step, then, is to habituate the men to jugular employ- 
ment. Mr. Williams warns us that this can never be done, if the 
doors are opened to fresh registration whenever there is a tem- 
porary shortage of labour. The time has, perhaps, not yet come 
when it would be safe to enforce a minimum of regular labour 
from each tally-holder by withdrawing tallies unless that minimum 
was performed ; but there is no doubt that in the distant future 
some such rule would form part of a matured scheme. A more 
immediate line of reform may be given best in Mr. Williams* 
own words : “ Why should not our statistics give us a basis for 
estimating (in the course of time) the number of men to whom 
employers should offer permanent employment at a generous 
weekly wage plm extras for overtime, &c. ? ” As a matter of fact, 
the statistics already collected make it certain that if the scheme 
be continued this will become possible. The figures given above 
show that there is a steady demand for well over 14,000 men, and 
also that there are at least 14,000 men who are willing to work 
regularly. Here, then, is the nucleus from which a scheme of 
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permanent employment might start. The further difl&culty is one 
which invariably confronts the student of casual labour — ^the ques- 
tion of the reserve necessary to meet the small daily fluctuations 
and the large seasonal fluctuation of demand. Mr. Williams 
suggests methods of meeting this difficulty : he proposes that 
the employers should maintain on a minimum wage oi 15^. a 
week a small floating reserve, the numbers to be based on the 
records of the average fluctuation over a series of years. As 
regards the seasonal fluctuation, the increased demand for labour 
in the docks occurs during the winter months, at which time work 
in the building •trades, farm labouring, drc., becomes slack. It is 
suggested that a seasonal tally might be issued and a sufficient 
number of men recruited through the Labour Exchanges from 
those trades to meet the seasonal pressure at the docks. 

^ L. S. Woolf 

The Land Question. 

The Land. Keport of the Land Enquiry Committee. Vol. I., 
liural. (Hddder and Stoughton. Is.) 

The Land Retort. A Study of the Land Question and a reply to 
the Land Keport of the Secret Inquiry Committee. By 
Chables AdeAxVE and Edwin Savill. (John Murray. 2^. 6d.) 
A Unionist Agricultural Policy by a Group of Unionists. (John 
Murray. Price Qd.) 

The Eeport^of the Liberal Land Inquiry Committee is a 
document which no politician or economist can afford to leave 
unread. From the point of view of comprehensiveness it chal- 
lenges comparison with the reports of most Koyal Commissions, 
while in lucidity of exposition it leaves them far behind. An 
immense number of points, with their appropriate illustrations, 
have been marshalled in so masterly a manner that the ordinary 
newspaper reader would have no difficulty in following the argu- 
ment. Nevertheless, from the student’s point of view its value 
is undoubtedly impaired by the fact that the constitution of the 
Committee, the method of investigation, and the form of the 
Keport itself lay the whole inquiry open to the charge of partisan- 
ship. The fact that the members of the Committee were drawn 
from one political party would not in 'itself have been of im- 
portance in this connection, but for the fact that the investigation 
was carried out by private inquiry, that the names of informants 
were not given, and that select quotations from the evidence were 
printed. Previous Commissions have found that if they relied 
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on public sittings, they only got evidence from the “big” people, 
and in several official investigations the open hearings have for 
this reason been supplemented by private inquiry. The Committee 
consider, perhaps rightly, that by the method adopted they have 
obtained a much truer picture of the real conditions of rural life 
than would have been possible by any other method. But having 
had their questionnaire privately circulated and filled in, it is 
unfortunate that they could not have seen their way to publish 
the whole evidence so obtained, rather than selections. In an 
inquiry of this kind it is so easy to weight the scales one way or 
the other; but the whole facts would have aided the reader in 
making any necessary corrective. 

It is for this reason that we have coupled the Keport with The 
Land Retort — a book which, as its name implies, contains a critical 
running commentary from beginning to end. The work of Messrs. 
Adeane and Savill does not, of course, compare in importance 
with the labours of the Committee, and it is at times unnecessarily 
biassed in the opposite direction, protesting overmuch that things 
are all right as they are. But it is full of acute, observation, and 
is evidently based on a wide knowledge of agriculture, its practice, 
its history, and its law. 

The five sections of the Keport deal with : — 

(D The agricultural labourer, wages, housing conditions, and 
suggestions for a minimum w\age. 

(2) The labourer’s means of access to the land, and the small 
holdings movement. 

(3) Methods of land cultivation, and the influence of the 
present land tenure system on production, together with a discus- 
sion of suggestions for land purchase, and the Committee’s own 
recommendation of a Land Court. 

(4) Eural rating. 

(5) General questions, such as co-operation in buying and 
selling, credit facilities, transport, and rural education. 

Preliminary chapters are supplied (1) by the chairman of the 
Committee (the Eight Hon. A. H. Dyke Acland) on the general 
problem in its twofold aspect as a human and as a business 
question, and (2) by Dr. Gilbert Slater on the historical evolution 
of the agricultural problem. There is also a dissentient report 
in favour of land nationalisation by Baron de Forest. 

Part I., dealing with the now familiar probleih of the agricul- 
tural labourer, rehearses the facts as to the lowness of wages and 
length of hours, indicates the connection of these conditions With 
the housing problem, points to the urban migration as a factor 
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depressing wages in the towns; and as “it is not to be expected 
that (a) the growth of small holdings, or (6) increased agricultural 
prosperity, or (c) Trade Unionism will lead within a reasonable 
time to a rise in the wages of labourers, sufficient to enable them 
to live in a state of physical efficiency, and also pay a commercial 
rent for their cottages,’* it is concluded that steps should be taken 
for establishing a legal minimum wage sufficient to cover these 
needs, if the increased efficiency is not forthcoming, the farmer 
is to be allowed to apply to a Land Court for the reduction of 
his rent. It is impossible to discuss at all adequately the many 
difficult questions that this thesis raises, but one or two points 
call for comment. 

In the first place, the census of 1911, the occupation volumes of 
which came out shortly after the Committee’s Eeport, shows for 
the first time in recent history an increase inithe number of agricul- 
tural labourers, so that it would seem that from the employment 
point of view agriculture has turned the comer, and is beginning 
to retain on the land a part of the natural increase in the 
rural population. This significant fact, which is very probably a 
symptom of a slight shifting of the equilibrium in the relative 
value of manufacturing and agricultural services in the world 
generally, coincides with a rise in the prices of agricultural products 
and advances in agricultural wages, obtained in some cases with 
and in some cases without the help of Trade Unions. It is thus 
clear that the time is ripe for an improvement in the position of the 
agricultural labourer, though the significance of recent events 
seems lost on the Committee. Mr. Adeane and Mr. Savill can 
see the signs of the times, but consider them a reason for letting 
well alone. 

Again, the Committee, like the Unionist reformers whose 
pamphlet is noticed below, take it for granted that a decline in 
the rural population is matter for unmitigated regret. The reasons 
for this assumption, wffiich are social rather than economic, lie 
concealed in one of the introductory chapters, where the superior 
healthiness of the countryside and similar considerations are urged 
as reasons for the reform of agricultural conditions. It has appar- 
ently never occurred to the Committee that this very fundamental 
point may be seriously challenged. A community in which every- 
one is engaged in agriculture can nevep be a very wealthy one, 
or travel very far along the line of progress in the arts of civilisa- 
tion ; taking the world as a whole, material progress may be held 
to vary in inverse proportion to the number of persons engaged in 
agriculture. Moreover, it is possible for a large proportion of the 
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population to live in the country without being engaged in 
agricultural pursuits. 

This question of the number engaged in various farming occu- 
pations has, of course, a very close connection with local variations 
in wages. If a rent map of England were drawn on the same prin- 
ciple as the wages map which prefaces Mr. Wilson Fox’s investiga- 
tion of rural wages, it would be seen that the high wage counties are 
also in general the high rent counties, while further investigation 
would also show that these are the counties where the labour 
employed per acre has been reduced to the lowest point. It is, 
in fact, where the movement from the land has ]i)een most pro- 
nounced, that wages have risen most nearly in proportion to the 
rise of the standard of living in urbq.n employment. The trouble 
in the low wage counties has been that rural depopulation has 
not proceeded nearly fj^st enough during the last half century. 

The Committee lay great stress in this part of the report on 
the relation between low wages and inefficiency. The high paid 
labourer of the north is “worth” more to his employer than the 
low paid labourer of the south, and it is argued that if the latter’s 
wages are raised, he will pull his weight through' increasing effi- 
ciency. There is, no doubt, a very important relation between wages 
and efficiency, but the argument only holds if farmers in the low 
wage counties economise in labour to the same extent as in the high 
wage counties, and apply fewer “doses” of labour to their land 
than before. In the absence of some radical change in the method 
or type of farming, additional labour could be confidently expected 
to yield a diminishing return. It has, however, to be remembered 
by way of qualification that it is in the counties of England where 
wages are highest that the men are most largely supplemented 
by the employment of women at comparatively low wages, so 
that the difference in average labour cost is not so great as would 
appear from the statistics of men’s wages. 

Thus, other things being equal, the raising of low agricultural 
wages seems to involve a decline in the amount of employment, 
unless accompanied by improved means of production, or unless 
a continued rise in the price of agricultural produce makes it 
profitable to cultivate more widely and more intensively. This 
argument, of course, does not apply to cases where advantage is 
taken of the ignorance of .wage earners to pay less than the true 
market price for the district, to the gain of rent or profit. Nor 
would it hold in cases where labour was so underpaid that there 
was a prompt response in increased efficiency. In both these sets 
of circumstances the fixing of a higher wage would iTave no 
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harmful reaction on the amount of employment. The net result 
of a given advance is bound, therefore, to be a matter of conjecture 
which can only be proved by experiment. 

The Committee realise this element of uncertainty, and put 
forward some not very convincing general reasons why the amount 
of employment is unlikely to be diminished. But their chief 
reliance is on the scheme for taking the money required out of 
rent. They declare that “It should be laid down as an essential 
feature in any legislation dealing with the minimum wage that 
a farmer who is able to prove that the rise in wages has put upon 
him an increasefd burden should have the right to apply to some 
judicial body for a readjustment of his rent.” It is argued that 
this would not be a severe burden on landlords, since the net 
rent of agricultural land in England and Wales is X'24,500,000, 
while the total earnings of men betweAi 20 and 65 is only 
iBl9,000,000, and the argument is further supported by a detailed 
table showing the effect on rent of raising wages to the minimum 
on a large number of specific farms. But the calculation contains 
far too many unknown quantities to command very much con- 
fidence, and is largely vitiated by the fact that tlie calculation refers 
to gross rent. The wage charge would, of course, show much 
higher percentages on “net” rent. The total figure given above 
is also far too high in the case of rent, if it is really intended to 
exclude the value of landlords’ capital, as the footnote suggests. 
Other calculations show^ that net economic rent bears a low^ propor- 
tion to the total w^ges bill in the country as a whole, and a very low 
one in the lowest wage counties. Nor is it clear that the taxing 
of rent would work with the smoothness that the Committee 
suggest, for the scheme would naturally induce the landlord to let 
his farm to the farmer wdio could show that he would cultivate 
the land with less, though perhaps wdth more highly paid labour, 
and could thus afford a higher rent. But this difficulty is to be 
obviated, according to the Land Committee, by giving the farmer 
security of tenure. It is thus suggested that the tenapt-farmer 
would be, as it were, a tax-collector, deducting from his landlord 
on the one hand, and paying over to his labourers in increased 
wages on the other. But there seems no reason why the farmer 
should do this ; if at the higher level of w^ages he can make things 
pay by economising labour, he will for the sake of his own pocket 
reduce the number of his employees, and take for himself some 
of the economic rent. The only alternative is that the Land 
Court should say not only how much rent he must pay, but also 
how many men he must continue to employ. 
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Such considerations do not destroy the case for the minimum 
wage altogether. There are, no doubt, instances where the burden 
placed on rent would stick there, and perhaps even readjust 
an old-standing disproportion. But the chief hope for the scheme 
is the tendency towards agricultural improvement which has 
already set in. If these expectations materialise, minimum wage 
legislation may come just in time to give the labourer his share 
in the prosperity, and if the system is worked gradually, and with 
an eye to local requirements, it may possibly do a great deal of 
good. It is unlikely to do much harm. One further consideration, 
moreover, makes it desirable that the scales should be weighted 
on the labourer’s side ; and that is that there is almost certain to 
be a continued surplus of population to be drafted town wards, 
owing to the rapid increase of population in country districts, and 
while this may be a national advantage, it tends to become a drag 
on the rise of agricultural wages. True, the farmers always 
complain that they cannot get enough good men ; but that is 
because they want them at the old wages. The whole problem 
is a matter of price. 

It is unnecessary to deal with the Committee’s conclusions on 
housing at any length, and we will only point out in passing that 
the Committee do not recommend anything in the nature of a 
national subsidy, such as has been given to Ireland. They look 
rather to the beneficial effects of an increase in wages. Neverthe- 
less, they propose that “it should be a definite statutory duty of 
every Rural District Council to provide a cottage for every jierson 
permanently employed in a rural district for whom a cottage is not 
otherwise provided. “ But at what price? If they charge only 
what he can afford to pay, the Council may find itself subsidising 
labour for the benefit of farmers. It is, in fact, the vicious circle 
once again. In this connection, Mr. Adeane and Mr. Savill make 
out a case for the suggestion that the Post Office, the railways, 
local municipalities, etc., should be responsible for housing their 
own employees instead of leaving them to compete for the 
agricultural labourer’s cottage. 

In Part II. the chief subject dealt with is that of small holdings, 
the extension of wdiich is declared to be desirable, “not merely 
because they offer greater independence and a reasonable chance 
of rising to the labourer, but also because (a) large farms are 
often under-cultivated ; (b) small holdings have proved successful 
as regards their output ; (c) a larger number of people are em- 
ployed per acre where land is cut up into small holdings.** ^There 
are thus two distinct arguments for the small lioldings movement. 



1914] 


THE LAND QUESTION 


325 


The first is the need of a ladder, or rather a bridge, between the 
social classes in rural England. This need is particularly pressing 
in view of the change which has already taken place in social 
relations generally in urban districts, and is bound sooner or later 
to permeate the countryside. 

But the Committee realise that they must establish their case 
on economic grounds; for *‘if they (small holdings) owed their 
existence to benevolence alone, they would, in the long run, be 
unable to survive.” The economic argument is, however, by no 
means clear, and much of the evidence put forward under headings 
(a) and (c) above is little more than hearsay, and is far too vague 
to carry weight with an impartial jury. 

Thus a somewhat sweeping and ill -defined charge of under- 
cultivation is brought forward. It is, of course, easy to cite cases 
to prove an allegation such as this, for m no industry is every 
producer up to the level of the best standard of the trade. But 
there is no ground for supposing that the badly cultivated farms 
preponderate, or even that an unreasonably large proportion fall 
below the current standard — wdiich is the only meaning that can 
be given to the vague term “under-cultivation.” It, of course, 
needed no demonstration that more per acre would be obtained from 
a more intensive system of smaller farms employing more labour ; 
but the crux of the question is whether the latter is a more 
desirable way of dealing wdth the land than the present method. 
And the leading economic consideration bearing on the point is 
not whether more men w^ould be employed or more produce raised 
per acre, but whether the increased return would be in proportion 
to the additional efforts put forth — a question which would involve 
an estimate of the quantity and intensity of the work put into 
his farm by the smallholder. With this economic puzzle the 
Committee never come to grips, and are content to point to the 
fact — a very significant one — that small holdings, in so far as they 
have been established, have been successful, and that practically 
no failures have been reported to the Board of Agriculture. But 
it has been proved time and again that there is no general economic 
advantage in small scale farming, and indeed in perhaps the 
majority of branches of agriculture the control of capital, and 
various other accompanying advantage^ of large scale produc- 
tion, turn the scale in favour of the large man. It is only in 
specific directions where these economies are outweighed by the 
advantage of personal care and close application, that the small 
farmer is economically a success. The drawing of a dividing 
line between the spheres appropriate to the two methods of cultiva- 
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tion and the exploration of their respective possibilities in various 
parts of the country would have been the most valuable contribu- 
tion that the Committee could have made to the solution of the 
land question. 

In the section on land tenure a good deal is said about the 
Agricultural Holdings Act. According to the Report, about two- 
thirds of the witnesses said that the present system did not give 
a farmer adequate security of tenure, and in consequence that 
improvements that might be made are not made ; the other 
third said that there was no difficulty of this kind. It is very 
difficult to judge from such facts whether this' represents the 
general feeling of farmers in the country as a whole, and the 
resolutions passed at Chambers of Agriculture, farmers’ clubs, 
etc., would seem to indicate that the preponderance of opinion 
is by no means as represented. Moreover, the decline of the 
leasing system in favour of yearly tenancies in most parts of the 
country is some proof that the farmer is not afraid of his landlord. 
It is, however, clear that the farmer feels his insecurity in cases 
wdiere land is sold over his head, and the large* number of land 
sales in recent years has made this question of some importance. 
Apparently there is some obscurity in the Act of 1908 on this 
point, and certainly fanners are not acquainted with their full 
rights in the matter. Many farmers would meet the difficulty by 
a policy of State-aided purchase, but the Committee’s case against 
this policy is a strong one. In the first place, agricultural land 
is commonly under-rented in this counti'y, but for various historical 
and social reasons its capital value is very high. It is doubt- 
ful whether farmers wnuld desire to exchange low rents, with 
the possibility of remittance in bad years, for a possibility of 
buying their land on terms wdiich wnuld involve a high fixed 
mortgage premium, without the possibility of remission. The 
policy has also become a less attractive one than it used to be, 
owing to the rise in the general rate of interest. Irish experience 
show^s that owing to this rise the premium for land purchase 
chargeable to the tenant has had to be raised by successive stages. 
The English landlord is, in fact, in the position that he re- 
ceives to-day considerably less than the normal rate of interest 
on the capital value of bis land, and until capital value falls to a 
reasonable level in relation to existing rents, land purchase will not 
pay the farmer. The Committee therefore recommend the estab- 
lishment of a Land Court with power to fix a fair rent, to assess 
compensation for improvements when tenants leave their farms, 
and to secure for him reasonable security of tenure. 5^he diffi- 
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culties of this policy are connected with the composition of the 
court, which, if it is to succeed, should secure the confidence of 
both farmers and landlords, with the absence of a margin in most 
cases for the reduction of rent, and with the fact that it will gradu- 
ally eliminate altogether the function of the landlord. Our present 
system is only justified from the economic point of view if the land- 
lord contributeb something to agriculture, either by way of capital 
investment, by careful selection of tenants, or by encouragement 
of sound methods of cultivation. But the establishment of tenant 
right would tend to make him a mere rent receiver, and all 
analogy goes lo show that when once he has become a person 
with no other interest in the land than to receive a fixed annuity 
out of it, he Vvill rapidly disappear altogether. In spite of the 
Committee’s arguments against State purchase, it seems doubtful 
whether the Land Court is really a satisfactory or permanent 
halting-ground between the present system and complete occupy- 
ing ownership. 

The last two sections of the Eeport, dealing wuth rating, 
co-operation, and other improvements in rural districts, traverse 
familiar ground, and the Committee have nothing very new to 
add to the discussion. Perhaps their chief practical suggestion 
is that the State should attempt to imitate the light railway 
system of Belgium, and they propose that the present Kail way 
Board should be enlarged into a General Transit Board, with 
power to deal with light railways and with roads. 

The Report is in form drafted as though the changes recom- 
mended were mainly concerned with the economic development 
of land, but as a matter of fact social and political considerations 
are obviously the deciding factors in many cases. This is no doubt 
inevitable, for some of the most unprejudiced of observers have 
come to the conclusion that the force of custom has, as a matter 
of fact, hampered and limited agricultural development in Great 
Britain. Prejudice has stood in the way of small holdings, for 
example, in a large number of cases, and so long as prejudice 
remains it is impossible to argue that small holdings are un- 
economic because they have not held their own. The chief need 
of British agriculture is that these non-economic considerations 
should no longer be allowed to prevent the fair and equal com- 
petition of various systems of production. This country will 
probably always be predominantly one of large farms, but the 
inability to secure access to the land by those who are able and 
willing to make a profit out of it is a source of far greater moral 
damage than any material damage due to the fact that it is not 
now used to the best advantage. 
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' The pamphlet, issued by a “Group of Unionists,” does not 
call for very extended notice, but it is interesting for the very 
narrow margin which separates its conclusions from those of the 
Liberal Land Committee. The authors boldly adopt the policy 
of the minimum wage, claiming quite truly that their party has 
never been so much afraid of State interference with economic 
conditions as their opponents. The chief point of interest in this 
connection is the claim that such legislation can easily be adapted 
to the exigencies of piecework, which they hope to encourage 
and extend. On the question of small holdings they wisely 
refrain from committing themselves unreservedly on the side of 
ownership as against tenancy, though they would give facilities 
for purchase. They are, however, clear that small holdings will 
only be successful if run on the colony system. The problems 
of housing, elementary and adult education, co-operation, 
transport, and local taxation are touched upon, while as regards 
fiscal arrangements they are “perfectly prepared to accept any 
decision of the Unionist party which gives to agriculture real 
security in the future.” • 

But the interesting point of the memorandum is that in the 
statement of the case for reform the arguments put in the forefront 
are non-economic in character, viz., those relating to national 
physique and wheat supply in time of war. The economic argu- 
ment is, however, stated in a form which begs all the difficult ques- 
tions. After rehearsing the facts as to the declining agricultural 
population, and comparison made with Denmark, *it is pointed out 
that we could by intensive methods give agricultural employment to 
more than half a million more men. “It has been calculated that 
the annual food production per labourer is £129. On this basis 
the increased labouring population would increase the production 
of home-grown food by upwards of £80,000,000 per annum. This 
is a decidedly conservative estimate, as the present average output 
is based very largely on an extensive system of cultivation, and 
as cultivation becomes more and more intensive, the average will 
be proportionately raised.'^ The italics are mine, for this assump- 
tion is the crux of the whole matter, which we should all like 
to see proved. Of course, intensive culture yields more per acre, 
but does it yield more per head ? 


W. T. Layton 
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Local Taxation. 

Final Report of the Departmental Committee on Local Taxation, 

England and Wales. (Cd. 7315.) 1914. Pp. viH-120. 

Price Is. Appendix to the above Eeport. [Cd. 7316.] 1914. 

Pp. iv + 38L Price 3^. Id. 

In noticing the earlier publications of this Committee in the 
JouKNAL of December, 1912, I commented on the propagandist 
nature of the evidence submitted to it, and suggested that no great 
contribution to* knowledge was likely to result. My expectation 
has been quite fulfilled, but of course this is no condemnation of 
the labours of the Committee, which was appointed, like most 
Departmental Committees, to clear the way immediately in front 
of the legislature, rather than to suggest in what direction it should 
ultimately progress. The only far-reaching conclusion at which 
it has arrived is the negative one that the rating of land values, 
or exemption of buildings and some othei “improvements” from 
rating, should irot be adopted. This conclusion, too, is not really 
of much importance, inasmuch as it was arrived at by the nar- 
rowest possible majority, and thus probably means that not more 
than one or two of the Committee changed their opinion in the 
course of their investigation. The most drastic and important 
proposal of the Committee very properly relates to elementary 
education. “In the statistics for 1911-12 the rateable value per 
child ranges from £13 to £106, and the expenditure per child from 
about 52s. to 150^9., and the variation in the proportion of elemen- 
tary school children to population is equally remarkable. More- 
over, in many cases the effect of these variations is cumulative. 
The school population is highest in proportion both to rateable 
value and to total population in the urban centres, particularly in 
the so-called dormitories of the great towns, where valuable rate- 
able property is for the most part absent, and it is in these dis- 
tricts that, owing to the paucity of voluntary schools, the high 
cost of living and materials, and other causes, the cost of education 
is usually greatest. As a result, the education rate in some areas 
is less than 6d!., while in others more than 25. is required, in spite 
of the large additional subsidies received by certain necessitous 
areas.” In order to remedy this state of affairs, which seems to 
have nothing to recommend it, the Committee propose to sweep 
away the present muddle of grants to schools, and substitute a grant 
to each education authority, based on the principle of giving the 
authority first the difference between the produce of a 7d. rate 
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and 60s. per child, and second, two-fiiths of such part of the 
expenditure as is over 60s. So, for example, if the cost per child 
were 80s., and a 7d. rate produced 21s. per child, the State would 
pay 39s. (the difference between the standard 60s. and 21s.), 
and in addition 8s. (two-fifths of the 20s. excess over 60s.), while 
the locality would pay the remaining 33s., requiring a total rate 
of lid, A table is given showing the equalising effect of the plan 
in thirty places ; it appears satisfactory, as far as it goes, but not 
to be strong enough. The education rate of Tottenham, for 
example, is only brought down from 28*2d. to 25*4d., and that 
of West Ham from 26'6d. to 25d, The Committee excuse this on 
the ground that such places are really parts of larger towns and 
ought to be amalgamated with them, which is true, but even apart 
from “dormitories,” the impression given by the table is disap- 
pointing, and suggests that the factors should be altered in such 
a way as to make them act more powerfully. 

It is proposed further that when the necessity for continuing 
a school with an average attendance of under 200 is proved, a grant 
of £5()y less 5s. per child in average attendance,, should be made 
to the education authority, so that if there were 80 children, the 
grant would be <£30. This proposal is put forward rather with the 
view of easing the situation likely to be caused by the disappearance 
of the Agricultural Kates Act grant than for reasons connected 
with education. 

In regard to higher education no change is proposed except that 
a sum equal to the “residue grant,” familiarly known as the 
“whisky money,” should be distributed in proportion to net ex- 
penditure on higher education, instead of, as now, in proportion 
to the pre-1888 grants for various purposes, of which “none had 
any connection with education.” 

Next to the education grants, the tinancial arrangements for 
pauper lunacy are the most indefensible part of the present system. 
The Committee propose that the State should make a grant 
for each lunatic in an asylum of one-half the average net cost 
in the whole of England and Wales, and also 3^. a week for each 
lunatic, imbecile, and epileptic otherwise properly taken care of 
by poor-law authorities. These authorities are also to have 60 
per cent, of the cost to each of them of the salaries, etc., of 
officers, calculated from the three years before legislation. 

The Government contribution for police is to be one-half the 
net expenditure of each authority, including expenditure on pen- 
sions, and this is to apply to the Metropolitan as well as other 
police. Nothing is said about the present limit on thcf rating 
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powers of the Metropolitan Police Commission. The City of 
London Police are to remain nnsubsidised, and uninspected by 
the Home Office, as at present. 

The proposal with regard to roads is that they should be divided 
by the Boad Board into three classes, main, county, and district, 
and that grants should be given of 60 per cent, of t^e cost of 
maintenance of main, and 25 per cent, of the cost of county xoads, 
but inside London and county boroughs the class of ( ouuty roads 
would not exist, and the grant for main roads would not be half 
the actual cost of such roads, but only half the average cost of 
main roads in* all the other urban areas of the adjacent county 
or counties. 

All these proposals, with the exception of that relating to higher 
education, have the advantage of giving the central Government 
a financial interest in the expenditure of the local authorities, 
inasmuch as whenever it stimulates or forces local authorities to 
pay more, it will have to meet at least part of the bill, instead 
of being wholly unaffected, as it is under the Goschen scheme 
of 1888. This j>raise cannot, however, be given to the next and 
last of the principal proposals, which is to give a grant of 6(i. 
per head of population to urban, and 9d. per head to rural districts. 

The new grants involve the entire disappearance of the existing 
remains of the 1888 system of ‘'assigned revenues,’’ with all its 
complications of “Local Taxation Account” and “Exchequer 
Contribution Accounts,” which have confused national and local 
administrators <or more than a quarter of a century. The Agricul- 
tural Bates Act grant and its concomitant grant for clerical tithe- 
owners are included in the clean sweep. The differential rating 
established by the Agricultural Kates Act and the Tithe Bent- 
charge (Bates) Act, under which agricultural land and clerical 
tithe are assessed at fifty per cent, of their value, is not attacked, 
nor is the older exemption of 75 per cent, enjoyed by agricultural 
land in respect of urban general district rates. Even the minority, 
who present a separate report in favour of land-value rating, 
propose that land which is used for agriculture and has no higher 
value than its agricultural value should be exempted from site- 
value rates to the extent of 75 per cent., though this seems 
curiously inconsistent with the principle of their scheme, as it 
would mean quadrupling the charge on the land whenever a house 
or cottage was built on it, and to that extent, at any rate, “penalis- 
ing improvement.” 

The Committee propose to entrust valuation to the staff work- 
ing under the Finance Act (1909—10), with an appeal to a joint 
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local assessment committee, and from it to a special expert 
tribunal. 

The immediate extra cost to the national taxpayers of the 
proposals of the Committee is estimated at about five millions 
per annum, and this sum would, of course, increase automatically 
in the future. As it is certain that no increased contribution 
from the national exchequer ever resulted in an equal diminution 
of the sum raised by rates, it is probable that a considerable 
increase of the total charge may be looked for. It is probable, 
however, that when the central Government has partially to pay 
the piper, its inspectors, sooner or later, will shed a little of their 
present sublime disregard of expense, so that the total outlay 
may in some respects bring in a better return. 

The Appendix contains the evidence taken on the 29th to 
35th days, and a number of memoranda, of which the most 
interesting is the report, prepared in 1910, of Mr. W. J. Braith- 
waite and Mr. S. E. Minnis on taxation in Prussia, Hamburg, 
Strasburg, Berne, and Zurich. This brings out very clearly the 
fact that the Prussian local taxation of income h far from being 
exclusively taxation of income by the locality of its presumable 
destination — the residence or residences of its recipient. An 
amazingly complicated system of apportionment ay>pears to result 
in the lion’s share being taxed by the locality of its origin. ]t 
seems quite j^ossible that w^hen the whole laborious process has 
been gone through the result is not very different from the existing 
English system under which income-yielding, imfnovable property 
is taxed by the locality in wdiich it is found : the Prussian system, 
of course, includes income from movable and intangible property 
and from labour, but he would be a rash man who ventured to 
assert that any class of human beings was either benefited or 
damaged by the difference. Doubtless some classes of localities 
are more “favoured,” I’.e., made more desirable to live, invest, and 
work in, and others are less favoured than they would be under 
our system or under the old Prussian system ; but this question 
is not examined by the reporters. 


Edwin Cannan 
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The Dominions Commission. 

Royal Commission on the Natural Resources, Trade ^ and Legisla- 
lation of Certain Portions of His Majesty's Dominions. 
Second Interim Report, 1914. Pp. 68. Cd. 7210. Price Is. 
Evidence taken in London in 1912. Part I., Migration: 
PixH II., Natural Resources, Trade, and Legislation. 1912. 
Pp. 293 + 432. Cd. 6516, 6517. Price 2s. 9d. and 3s. 6d. 
Evidence taken in New Zealand in 1913. 1913. Pp. 254. 

Cd. 7170. .Price 2s. Evidence taken in Australia in 1913. 
Parts I. and II. 1913. Pp. 362 and 364. Cd. 7171 and 
7172. Price 2s. lid. and- 3s. Evidence taken in London in 
1913. 1914. Pp. 125. Cd. 7173. Price Is. lOd. 

This Commission was appointed to inquire into the natural 
resources of Canada, Australia, New Zealand, South Africa, and 
Newfoundland, and ‘'to report vipon the development of such 
resources, whether attained or attainable : upon the facilities which 
exist or may he created for the production, manufacture, and 
distribution of all articles of commerce in those parts of Our 
Empire : upon the requirements of each such part and of Our 
United Kingdom in the matter of food and raw materials and the 
available sources of such : upon the trade of each such part of 
Our Empire with the other parts, with Our United Kingdom, and 
with the rest of the world” : and generally On the methods by 
which trade witflin the Empire might be fostered. After hearing 
evidence in London from the Agents-General, emigration societies, 
various Chambers of Commerce and trade associations, and other 
officials, lirms, Ac., the Commission went to Australia and New 
Zealand, where they toured both Dominions and examined 247 
witnesses. Returning to London, they examined six more wit- 
nesses on migration and post and telegraph communications. So 
far as it has gone, the inquiry has been very thorough. A word 
of praise must be given to the manner in which the minutes of 
evidence have been prepared ; for study of the different topics is 
much facilitated by the arrangement of the evidence under each 
subject, the evidence of witnesses who spoke on more than one 
subject being broken up and rearranged under each. 

The second interim Report is confined to Australia and New 
Zealand. Trade with the United Kingdom is steady. About 
one-half of the imports of Australia is produced in the United 
Kingdom, over one-tenth in other parts of the Empire, and a 
little under four-tenths in foreign countries. About three-fifths of 
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the imports of New Zealand are shipped from (and mainly pro- 
duced in) the United Kingdom, about 22 per cent, from the rest 
of the Empire, and about 18| per cent, from foreign countries. 
On 51 per cent, of the total imports into Australia and on about 
36 per cent, of the total imports into New Zealand a preferential 
tariff is accorded to British goods. About two-fifths of the exports 
of Australia and over three-fourths of the exports of New Zealand 
go to the United Kingdom, and practically all of these are the 
produce of agriculture, mines, forests, and fisheries. Much evi- 
dence w'as taken as to the natural resources of Australia and New 
Zealand, but the Commissioners reserve comment till they have 
visited the other parts of the Empire. They state, however, that they 
were much impressed with the evidence given as to the suitability 
of Australia for cotton-growing, and record with satisfaction that 
the British Cotton-Gro'Wing Association is co-operating wdth the 
Government in experimental w'ork, in supplying seed and ma- 
chinery, and in marketing the produce. The real difficulty appears 
to be the cost of picking, owing to scarcity of labour, but this 
might be surmounted by concentration of the industry around 
centres (as in Egypt and the West Indies), so that the small- 
holders might co-operate ; in Texas three-fourths of the labour 
employed is white. Particulars are given in the evidence as to 
the land systems of the' Dominions, irrigation colonies, artesian 
water, the grading of produce, mineral resources, &c., but these 
cannot even be summarised here. It may be noted, however, 
that the coal resources of New South Wales are estimated at 
100,000 million tons wuthin a depth of 4,000 feet and excluding 
seams less than three feet thick. The Broken Hill Proprietary Co. 
own the Iron Knob and Monarch mines, or rather hills, of 68 per 
cent, iron ore, which they are shipping to Newcastle, in New^ 
South Wales, to be smelted at their own furnaces; they are 
confident that they can compete with outsiders on equal terms, 
without help from a tariff, and make all the steel that is required 
in Australia. On the other hand, Western Australia appears to 
be following in the path of California. At present famous for 
gold, that State will, said the Commissioner of Fruit Industries, 
“in the very near future be the leading State in fruit production 
and the State Agricultural Commissioner hopes that the wheat 
belt will, “when properly developed, produce at least 50,000,000 
bushels of wheat,” instead of over 9,500,000 bushels as in 1913. In 
New Zealand the dairy industry is pressing back other kinds of 
^farming and causing a considerable rise in land values; but 
Mr. Tregear, ex-Secretary of the Government Labour Depart- 
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ment, said that “the real fact is that New Zealand will be the 
great manufacturing country of the Pacific, and that her immense 
population will have U) be fed from the wide plains of Australia. 
New Zealand has inestimable riches in her water-supply, which 
here means electrical-energy supply.’’ 

For the developuient of natural resources two things aro neces- 
sary, a sufficient ^abour supply and good trade communications, 
and to these the bulk of the Eeport is devoted. Taking the latter 
first, the Commissioners, basing their ojhnion on an instructive 
memorandum by Sir J. H. Biles (in Cd. 7173), hold that large 
steamers have the greater economic value as cargo and passenger 
carriers, and that size must be increased if speed is to be increased. 
The use of such ships depends upon the capacity of the harbours, 
.and the Eeport states that “a first-class harbour should provide a 
working depth of not less than 40 feet,” s, condition which is 
only fulfilled by Sydney, Hobart, Wellington, and Auckland. 
Most of the other harbours could be deepened, “though consider- 
able time and money will be needed.” Sir J. H. Biles thinks 
that “it is not unreasonable to predict that within twenty or 
thirty years a depth of harbour of 60 feet could be profitably 
employed.” Alternative mail routes are discussed, and detailed 
suggestions made for reduction of cable rates. 

Australia and New Zealand, wilh their low and declining 
birth-rates, must rely upon immigrants for the development of 
their resources ; but native skilled labourers are generally hostile 
to the State assistance of immigration, even though most em- 
ployers, in town as well as in the country, complain of the shortage 
of labour. As the Commissioners recognise, this is due to fear 
of overstocking the skilled labour market. Mr. Tregear said : “If 
the bringing in of a larger population would mean that the persons 
living here would be exposed to greater hardships, or would 
have to undergo greater economic pressure than at present, it 
would not be a benefit. . . . Immigration would be a good thing. 
But it must be very carefully looked after.” The Commissioners, 
therefore, think that State assistance should be confined to im- 
migrants for agriculture and mining. Youths from 16 to 24 are 
“highly desirable Immigrants,” especially if they are adaptable. 
“This requirement of adaptability is,” they believe, “most fre- 
quently to be found amongst those coming from the towns,” and 
if such town-bred youths were to receive an elementary training 
in agricultural pursuits at State-aided farms in the United 
Kingdom (similar to the Hollesley Bay Colony) , and subsequently 
at similar institutions in Australasia, it would be possible to 
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rescue large numbers of youths who at present go into “blind 
alley “ employments in towns. In Cd. 6516, Mr. T. E! Sedgwick 
gave particulars of an experiment he conducted in sending out 
twenty-five London and twenty-five Liverpool boys to New Zea- 
land, and the Secretary of the Labour Department reported 
(Cd. 7170) that only seven did not turn out satisfactorily, while 
the others saved over £2,000 in a little over two years. There 
is also a great shortage of female labour, especially domestic ser- 
vants ; but, as Dr. Snow points out in a memorandum (in Cd. 
7173), between the ages of 15 and 35 there is only an excess of 
7,000 unmarried females over unmarried males in the United 
Kingdom, while the bulk of the surplus female population is over 
40 years of age, and therefore “not of the sort that can be readily 
emigrated with general advantage.” In his memorandum, 
Dr. Snow investigates the causal connection between trade and 
migration, but finds that “the inquiry gives no support to the 
opinion that activity in migration causes activity in trade.” 
Migration now is “an indication of prosperous conditions,” whereas 
in the early nineteenth century it was caused by poverty. It may 
be observed that it is unsound to deal separately, as Dr. Snow 
does, with migration to Canada and to the United States, since 
the ultimate destination of very many Transatlantic migrants 
is not known. 

A good deal of evidence was taken as to the desirability for 
greater uniformity of Imperial statistics, but here we can only 
refer the student to the evidence of Mr. G . H. Knibbs, the Com- 
monw^ealth Statistician (Cd. 7172), where he urges the calling 
of a conference of the ofificial statisticians of the Empire to dis- 
cuss the establishment of a Central Statistical Bureau. 

Lastly, it is to be regretted that the Commissioners have not 
reproduced in these volumes the many mineral and agricultural 
maps that were laid before them, instead of giving a couple of 
useless maps showing their own peregrinations. 

Henry W. Macrosty 
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Other Official Papers. 

Report of the Departmental Committee appointed hy the Local 
Government Board for Ireland to inquire into the Housing 
Conditions of the Working Classes in the City of Dublin. 
[Cd. 7273.] 1914. Price Is, Id, 

This Peport discloses the existence of housing conditions in 
Dublin far worse than are to be found elsewhere in the British 
Isles. The following extracts from the Keport, which deserves 
careful attention from those interested ?n this subject, show its 
general character. There appear to be 20,108 families living in 
one room in tenement houses, 12,042 of which, namely, those 
consisting of more than two persons, show an average number 
of occupants per room of 6T. ‘‘There are^any tenement houses 
with seven or eight rooms that house a family in each room and 
contain a population of between 40 and 50 souls. We have visited 
one house that we found to be occupied by 98 persons, another 
by 74, and a tlyrd by 73. * The entrance to all tenement houses 
is, by a common door off either a street, lane, or alley, and in 
most cases the door is never shut, day or night. Generally the 
only water supply of the house is furnished by a single tap, which 
is in the yard. . . . Having visited a large number of these 
houses in all parts of the city, we hwe no hesitation in saying 
that it is no uncommon thing to find halls and landings, yards 
and closets of the houses in a filthy condition, and in nearly 
every case human excreta is to be found scattered about the 
yards and on the floors of the closets, and in some cases even in 
the passage of the house itself.’’ 

The badness of the conditions seems to be partly due to the 
lowness of the rent payable, which the prevailing low’ level of 
wages requires. “Summarising the returns for the heads of 
families living in all classes of houses, we find that of those 
ascertained, 5,6044‘earn not more than 15^. a week: 9,000 earn 
over 15s. to 20.?, ; 2,585 earn ovjr 205. to 255. ; 1,627 earn over 
255. to 305. ; and 2,384 earn over 305. ; and as regards the rents 
that 13,222 heads of families pay a less rent than 35. a week ; 
4,628 pay a rent of 35. a week, and 9,108 pay a rent of over 
35. a week.” But it appears to be due also to considerable laxity 
on the part of the sanitary authorities in enforcing the provisions 
of the existing law. Sir Charles Cameron^ the Superintendent 
Medical Officer of Health, is severely criticised by the Committee 
for having taken on his own shoulders the responsibility of dis- 
No. 94. — VOL. XXIV. z 
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pensing in certain cases with the bye-laws governing tenement 
houses. It is also stated that certain members of the Corporation, 
whose names are given, are interested in tenement property which 
is unfit for human habitation. 

The Committee think that in the course of time a good deal 
can be done by strict enforcement of the existing law. But they 
do not believe that a really satisfactory state of affairs can be 
brought about without the virtual abolition of the tenement 
system. Some change in the conditions in which new buildiug 
can be undertaken by private agency may prove useful. But 
the Committee think that a large part of the wotk of re-housing 
the poorest part of the population must be undertaken by the 
Corporation itself, and is likely to prove a somewhat heavy burden 
on the rates. 

The value of the Beport is increased by the inclusion of a 
large number of photographs, which vividly display the existing 
state of affairs. 

Final Report of the Royal Commission on Indian Finance and 
Currency, [Cd. 7236.] 1914. Price 9d, 

Minutes of Evidence, Vol. I. [Cd. 7069.] 1913. Price 2s. lOd, 
Vol. II. [Cd 7237.] 1913. Price Is. 4d. 

Appendices. Vol. I, [Cd. 7070.] 1913. Price 2s. lOd. Vol. II. 
[Cd. 7071.] 1913. Price 2.9. 5d. Vol. III. [Cd. 7238.] 

1914. Price 1^. 2d. 

Index, [Cd. 7239.] 1914. Price. 9d. 

One aspect of this Eeport is treated by Professor Nicholson 
in this issue of the Journal. It will be dealt with from another 
point of view in a later issue. 


Fourth Report of the Royal Commission on the Civil Service. 

[Cd. 7338.] 1914. Price 1^?. Ad. 

First Appendix to the Fourth Report. [Cd. 7339.] 1914. Price 
l9. Id. Second Appendix to the Fourth Report. [Cd. 7340.] 
1914. Price 5s. 9d. 

This is the Commission’s Final Eeport on the Civil Service 
proper, the Diplomatic’ and Consular Services and the Legal 
Departments being reserved for later consideration. There is a 
minority report signed by three members. The following headings 
of the chapters of the majority report will serve to show the 
nature of the field covered : — 
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CHAPTER 

I. — Historical Sketch of the Civil Service, 1853-1912. 

II. — Description of the Methods of Appointment. 

III. — The General Civil Service, Administrative and Clerical. 

IV. — Situations held direct from the Crown. 

V.--The Departmental Civil Service. 

VI. — The Proiessional and Technical Civil Service. 

VII. — Temporary or Unestablished Employment. 

VIII . — Promotion . 

IX. — Organisation . 

X. — The Employment of Women. 

XI. — The Civil Service in relation to the duties of Citizenship. 

The first Appendix contains memoranda including information 
received respecting Foreign ayd Colonial Civil Services, and the 
second Appendix contains Minutes of Evidence subsequent to 
those already published. 


Report on Profit-Sharing and Labour Co-partnership Abroad, 
[Cd. 7283.] 1914. Price 8Jd. 

In continuation of the Report on Profit-Sharing and Labour 
Co-partnership in the United Kingdom, issued in 1912 [Cd. 6496]. 
To be reviewed. 


Agricultural Statistics, 1912, Parts IV. and V. [Cd. 7013 and 
7271.] Price 5d, and 7Jd. 

These Reports deal, amongst other things, with the Meat 
Supply of the United Kingdom in recent years. The salient 
features are clearly brought out by the following table : — 


Year 

ending 

Total Quantities of Meat 
(OOO’s omitted.) 

Percentage. 

Per Head of Population. 

June 4th. 

Home. 

Imported. 

Total. 

Home, 

Imported. 

Home. 

Imported. 

Total. 


Cwts. 

Cwts. 


Per cent. 

Per cent. 

Lbs. 

Lbs. 

Lbs. 

1900-1 

29,330 

20,936 

60,266 

68-3 

41-7 1 

79*5 

66-8 

136*3 

1901-2 

29.847 

20,488 

50,335 

59-3 

40*7 

80’2 

650 

135*2 

1902-3 

29,856 

18,746 

48,601 

49,961 

61-4 

38-6 

79-5 

49-9 

129*4 

1903-4 

29,366 

20,696 

68-8 

41-2 

77-6 

54*4 

132*0 

1904-6 

29,849 

20,789 

60,638 

68-9 

41-1 

78-2 

54-4 

132*6 

1906-6 

29,262 

21,843 

61,096 

67-3 

42-7 

75*9 

56-7 

132*6 

1906-7 

29,424 

21,365 

50,789 

57*9 

42-1 

75-7 

650 

130*7 

1907-8 

30,033 

21,637 

51,670 

58-2 

41-8 

76-6 

550 

131*6 

1908-9 

80,667 

20,841 

51,508 

69-5 

40-5 

77-6 

62*7 

180*3 

1909-10 

30,602 

19,514 

50,116 

51,269 

611 

38-9 

76-7 

48*9 

126*6 

1910-11 

29,693 

21,566 

67-9 

42-1 

73-8 

63'6 

127*4 

1911-12 

32,062 

21,203 

53,256 

60-2 

39-8 

790 

52-3 

131*3 
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Statistical Abstract for the British Empire in each year from 
1898 to 1912. [Cd. 7241.] 1914. Price 1^. 3d. 

This abstract deals with the area and population of the Empire, 
trade of the Empire, shipping of the Empire, and the volume of 
production and consumption of staple articles within the Empire. 


Memorandum and Statistical Tables showing the production and 
consumption of iron ore and pig-iron and the production of 
steel in the United Kingdom and the principal foreign 
countries in recent years, and the imports and exports of 
certain classes of iron and steel manufactures , [H. of C. 284.] 
1914. Price Id. 

This memorandum brings up to date for 1912 the facts and 
figures of a previous return. It is the most valuable authority 
on its subject, and concludes with a useful table of sources of 
information, official and unofficial. 


Statistical Tables relating to the Production, Consumption, and 
Imports and Exports of Coal in the British Empire and 
the Principal Foreign Countries in recent years. [H. of C. 
285.] 1914. Price 5Jd. 

Coal tables for 1912, in continuation of an earlier white paper. 


Final Beport of the Royal Commission of Inquiry on Industrial 
Arbitration in the State of New South Wales. (Sydney : 
Government Printer. 1913.) 

This is the Eeport of Mr. A. B. Piddington, K.C., nominated 
as sole Koyal Commissioner, with assessors, to investigate certain 
questions arising in connection with the working of industrial 
arbitration as established by law. 

It is recommended, amongst other things, that the work of 
presiding over arbitration tribunals should be entrusted to per- 
manent salaried officers of the State, who should be men of high 
judicial quality. It is also suggested, in order to obviate the delay 
which often arises out of the elaborate manner in which the ques- 
tion of the cost of living is gone into in each individual inquiry, that 
the question of the cost of living and of the minimum wage for 
adult male labour should be determined periodically, say once a 
year, by an independent tribunal established by statute. ^ 
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CuBBENT Topics. 

Professor Francisco Bernis, of the University of Salamanca, 
has been appointed the correspondent of the Eoyal Economic 
Society for Spain. 


Professor Bfrnis has lately published a sequel to the statistics 
of prices in Spain which we noticed two years ago (Economic 
Journal, Vol. XII., p. 348). This investigation does not extend 
over so wide an area as its predecessor. It relates to prices in 
Salamanca, and* is largely the work of students inspired by the 
Professor. They must have found the collection and arrangement 
of the statistics a very useful exercise. Three index numbers for 
the course of prices during the period 1892-1913 have been con- 
structed by taking respectively the simple .average or arithmetic 
mean, the (simple) geometric mean, and the weighted (arithmetic) 
mean, the weights being based on the expenditure of families. The 
agreement between these three witnesses is very satisfactory. In 
fact, the curves, which represent the three different series of 
figures are nearly parallel over large tracts, and occasionally almost 
coincident. These statistics, like those which we noticed before, 
show a decided rise in the level of prices during the first few 
years of the present century. But the upward movement seems 
to be reversed in more recent years. We are assured, however, 
in a communication which we have received from the author 
that the suggestion is not to be admitted without reservation. 
The calculation is largely based on contract prices paid by a 
charitable institution. Better management of this institution has 
resulted in improved terms. It is tnie that the prices of some 
articles of food — in particular meal and wine — have fallen in Spain 
as a result of changes in the duty called “impuesto de consumes.” 
But for Spain generally our author is satisfied that the cost of 
living continues to rise. He has shown in his brochure that there 
is a parallel rise in nominal wages. The Estudios estatisticos 
to which we refer are published under the auspices of the Societat 
d’Estudis Econdmics at Barcelona. 


Dr. J. W. McIlraith communicates the following figures 
in continuation for 1913 of the Index Numbers of prices in New 
Zealand, published in the Journal for September, 1913 : — “The 
striking feature of 1913 was the arrest of the upward movement 
in prices. The remarkable rise of 4*6 per cent, in 1912 was 
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converted into a fall in 1913. The following table illustrates the 
movements of the principal groups of commodities : — 


Year. 

All 

Coni* 

modities. 

Groceries. 

Building 

Materials. 

Vege- 

table 

Pri>diicts. 

I 

Meats. 

Other 

Animal 

Products. 

Foods. 

1Q1 o J 

f4th Quarter 

119 

103 

126 

133 

140 

148 

120 


(Whole Year 

117 

101 

124 

125 

137 

142 

119 

I 

fist Quarter 

119 1 

103 

125 

124 

142 

149 

117 


2nd „ 

119 1 

101 

125 

122 

148 

148 

' 116 

1913 J 

3rd ,, 

117 j 

101 

124 

117 

148 

143 

113 


4th „ 

115 ' 

98 

123 

115 

149 

136 

109 


[Whole Year 

117 

101 

124 

120 

147. 

144 

114 


Thus, though the average level for 1913 was the same as that 
for 1912, viz., 117, yet, comparing the last quarter of 1913 with 
the corresponding quarfer of 1912, we find that building materials 
were 2J per cent, lower, animal products generally 3 per cent, 
lower, groceries 5 per cent, lower, products of the soil generally 
per cent, lower, vegetable products (cereals, hemp, etc.) 
13J per cent, lower, and foods generally 9 per cefit. lower ; while 
meats were 6J per cent, higher ; and prices on the whole 3J per 
cent, lower.” 


The newest development in the specialised study of economics 
in Germany is the establishment of the “Kdnigliches Institut fiir 
Seeverkehr und Weltwirtschaft ” at the Universify of Kiel. The 
Institute is unique in its kind in Germany, and its aim, as set 
forth by its energetic Director, Dr. Bernhard Harms, who occupies 
the Chair for Economics at Kiel, is to advance study and research 
in those international economic problems that are beginning to 
call for detailed consideration. Lectures and “Seminars” will 
be held at the Institute, though these will be of somewhat 
secondary consideration. Foremost among its activities the 
Institute will regard the collection of all materials for its studies, 
i.e., all manner of blue, white, and other books; consular reports 
in all languages ; annual reports of banks, great industrial concerns, 
and the like, and a record of daily price variations in as complete 
a form as is possible. It intends to supply merchants and others 
with useful information, some of which it hopes to gather on the 
spot in distant lands by sending special commissioners about the 
world. The reports of these scholars are to be published, either 
in the “ Weltwirtschaftliches Archiv” or separately. FurtHer, it 
will set subjects for prize essays, and it will arrange to have 
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correspondents in foreign countries. The whole undertaking has 
been made possible by the subvention of the Prussian Education 
Department. The Institute was officially opened on February 
24th, 1914. 


A correspondent writes : — ‘‘ A Co-operative Society has just been 
started in Oxford under the name of the Oxford University Co- 
operative Society, which has caused a good deal of excitement 
locally and in the daily Press. It has set up shop in High Street 
and deals at pVesent chiefly in groceries, tobacco, and athletic 
goods. The idea is said to hail from Dublin, and to owe a good 
deal to a Dublin undergraduate, now resident in Christ Church, 
who formed a similar society in Trinity College. It has thus a 
special connection with the Irish movement, being very largely 
inspired by Sir Horace Plunkett’s ideals and the work and writings 
of Mr. George Russell (^E). The conditions in Oxford are, how- 
ever, very different from those in Dublin; and one special differ- 
ence is that while in Dublin, until the Society started, there were 
no college stores or junior common-rooms of any kind, in Oxford 
every college has one or both. One of the problems which the 
Society has to face at the outset is how to persuade the J.C.R.’s 
of the advantages they could get from the Society by treating it 
as a wholesale distributing agency.” 

” Membership in the Society is confined to members of the 
University and bf the women’s colleges, and its objects are stated 
as follows : — (i.) To show in a practical way the ideals, advantages, 
and possibilities of co-operation as an instrument of social reform, 
(ii.) To encourage the payment of cash for goods and to 
discourage the credit system by the advantages of dealing at the 
Society’s store, and by special discount arrangements with 
Oxford firms, (iii.) To favour goods produced under fair condi- 
tions of labour as to hours, wages, etc., and especially goods of 
co-operative production, (iv.) To lessen the cost of living at the 
University. One very important object is to cheapen the cost of 
living in Oxford. No one can doubt that the cost of living is high 
and that prices, whether in colleges or shops, are, largely through 
the fault of the uneconomic consumer, higher than they need be. 
An association of consumers, therefore^ such as the Co-operative 
Society affords, may well do something to reduce prices. Put the 
movement, after all, cannot be judged purely on its local side. 
To nearly all those who come up to the University, Oxford is 
simply a stage through which they palss.- Therefore, the primary 
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purpose is definitely educational. Up to the present the Co-opera- 
tive movement has been almost entirely a working-class move- 
ment. There is no real reason why it should remain so, or why 
it should not spread to every class in the community. Should the 
movement succeed in the Universities, it will mean that a new 
kind of interest altogether will come in ; that a regular succession 
of educated men will be drafted into the movement; and the 
addition of such men to a great democratic movement must have 
a great effect all round. Thus the Oxford Society will devote 
special attention to the education of educated men in the co- 
operative idea. The Society was started by undergraduates, and 
though it has had graduate supporters, it has been a thoroughly 
undergraduate movement from the first. It has an energetic and 
capable secretary and a strong representative committee of twenty- 
five undergraduates aiv3 five graduates, and the membership is 
growing steadily. Business has been distinctly good, and the 
initial difficulties have proved far less formidable than was feared. 
The shares are £1 each ; but those qualified can become members 
by paying the registration fee of one shilling, though they have 
no voting power till they have one share at least fully paid up. 
Five per cent, is paid on the shares, and the dividend will be 
declared in all probability half-yearly. The Society is registered 
under the Industrial and Provident Societies Act (1893) and is 
a limited company.” 


The following new fellows of the Royal Economic Society 
have been elected since the last issue of the Journal : — 


Mr. P. Anstey. 

Sir David Barbour. 

Mr. C. N. Bell. 

Mr. H. Blackman. 

Mr. C. H. Bray. 

Mr. A. E. Burnett-Hurst. 
Dr. I. G. Gibbon. 

Mr. J. M. Hamilton. 

Mrs. E. T. Harris. 

Mr. H. Heaton. 

Mr. E. Martin Holland. 
Miss H. Jastrow. 

Mr. Wahba El Kadi. 

Mr. W. Kennedy. 


Mr. M. A. Abdel Kereem. 

Mr. H. W. Macrosty. 

Mr. J. J. Mallon. 

Mr. G. E. Matthews. 

Prof. Wesley C. Mitchell. 
Prof. P. Mukherjee. 

Mr. H. V. Eeade. 

Mr. H. M. Eoss. 

Miss M. M. Sharpley. 

Mr. Murray Stewart. 

Mr. W. P.^ C. Trafford. 
Prof. Uyeda. 

Mr. John Weir. 
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The following libraries and other institutions have been 
admitted either as full members or as direct subscribers 

Woodbrooke Settlement, Bir- Eeform Club Library, 

mingham. Armstrong College Library. 

Institute of Chartered Ac- Chelsea Public Library, 
countants. Departmental Libraa:/ of 

Yale University Library. Economics, Cambridge. 

Birmingham Chamber of Com- Liverpool Public Library, 
merce. Plumstead Public Library. 

Canning College Library, Bureau of Kailway Economics, 

Lucknow . W ashington . 

Penrith U.D.C. Library. , Johns Hopkins University 

Cambridge University Union Library. 

Society. New York State Library. 

City of Nottingham Public Bank of Bulgaria. 

Library. Connecticut State Library. 

Huddersfield Public Library. Cleveland Public Library. 

Dr. Williams’ Library. Pei Yang University Library. 

Newnham College Library. Southwark Central Library. 

Appointments. — Mr. G. Findlay Shirras has been appointed 
to a newly created post of Director of Statistics under the Govern- 
ment of India. 

Mr. Percy Louis Anstey, B.Sc. (Lond.), has been appointed 
Principal of tho newly founded College of Commerce at Bombay. 

Mr. Arthur Edward Brown, M.D., M.B. (Cantab.), has been 
appointed Professor of Political Economy and Political Philosophy 
at the Cotton College, Gauhati. 

Mr. Herbert Heaton, an article by whom appears above, has 
been appointed Lecturer in History and Economics in the 
University of Hobart, Tasmania. 



RECENT PERIODICALS AND NEW BOOKS. 


Statistical Journal. 

March, 1914. The Census of the Empire, 1911. Sir J. A. Baines. 
The Rate of Interest on British and Foreign Investments, 
R. A. Lehfeldt. Figures published in previous years are 
brought up to date by tlie addition of the interest rates on new 
issues made in 1913. 

April, 1914. The Sizes of Businesses, mainly in the Textile Indus- 
tries. Professor S. J. Chapman and T. S. Ashton. A statis- 
tical research into* the sizes of the “ representative ’’ firm. 
Prices of Commodities in 1913. Sir George Paish. In con- 
tinuation of Mr. Sauerbeck’s annual articles. 

May, 1914. Rural Population in England and Wales: a Study of 
the Changes of Density, Occupations, arid Ages. A. L. 
Bowley. * 

The Economic Review. 

April, 1914. The Census of Production and Agriculture. L. W. 
WiLSDEN. Municipal Wage Disputes. Professor D. H. 
Macgregor. Some suggestions for the future arising out of 
the recent Leeds dispute. The Australasian Precedent in Social 
Legislation: an Example or a Warning? Professor H. E. 
Egerton. Professor Smith and Dr. Marshall. P. Sargant- 
Florence. a defence of Dr. Marshall’s position against 
criticisms advanced by Professor J. A Smith in previous issues. 

The Political Quarterly. 

May, 1914. The Present Law of Trade Disputes and Trade Unions. 
W. M. Geldart. An important article, explaining the existing 
position with great clearness. Municipal Government in Man- 
Chester. E. D. Simon, 

Bankers' Magazine. 

April, 1914. Balance-Sheets of Banks in the United Kingdom 
during 1913. Credit and Trade in the United States and 
Canada. Statistics of failures and of clearing-house returns. 

May, 1914. Proportion of Cash to Deposits in 1913. Canadian 
Banking in 1913. H. M. P. Eckardt. 

The New Statesman (Supplements). 

March 14, 1914. The Working of the Insurance Act. A striking 
and important commentary, described as being the Interim 
Report of a Committee of Enquiry instituted by the Jabian 
Research Department, under the chairmanship of Mr. Sidney 
Webb. 
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Sociological Review, 

April, 1914. Some Principlen of Industrial Organisation. Edward 
Cadbury. On Taylor’s Principles of Scientific Management, 
followed by a discussion. 

Women^s Industrial News. 

April, 1914. The Barmaid. Mrs. Bernard Drake. A full and 
iiiteiesting bbudy of the conditions of employment. Two recom- 
mendations are made : that the Shop Hours Act, 191b, limiting 
the hours of work to 65, should be made compulsory in the 
trade ; and that no woman who is under 21 should be employed 
in the sale of alcohol after 8 p.m. What's Wrong with our 
Industrial Legislation? L. Wyatt Papworth. A summary of 
the legislative reforms which ought to be carried out. The 
Trade Boards: their Determinations to Date. D. M. Zimmern. 
A tabular statement. 

Journal of the Madras Economic Association (Madras). 

Part I., 1914. Inaugural Address. Sir Theodore Morison. A 
Preliminary Economic Survey of Kolavur. C. D. Subrahmania 
C uETTi. A Note on the Economic Condition of Kizhaputhaneri. 
T. Krishnaswami Ayyar. An Economic Survey of V anniyamp- 
akam. C. D, Subrahmania Chetti. This is the first issue of 
a new Journal to which the Boyal Economic Society will wish 
every success. In his inaugural address Sir Theodore Morison 
drew attention to the wide and almost virgin field of useful 
economic inquiry open to Indian investigators, and the three 
papers following represent attempts at a beginning to explore 
this. Special attention should be called to Mr. Subrahmania ’s 
two articles. They represent a full and very valuable description 
of the economic conditions of two typical Madras villages, and 
are worth the notice of any student of Indian economics. 

Quarterly Journal of Economics (Harvard). 

February, 1914. The Federal Reserve Act of 1913. O. M. W, 
Sprague. The British Super-Tax and the Distribution of 
Income. A. L. Bowley. The Development by Commissions 
of the Principles of Public Utility Valuation. Balph E. 
Heilman. The Social Point of View in Economics. — II. Lewis 
H. Haney. Some Economic Aspects of the New Long and 
Short Haul Clause. J. M. Clark. Industry in Pisa in the 
Early Fourteenth Century, F. C. Dietz. Mediation and 
Arbitration of Railroad Wage Controversies: a Year's Develop- 
ment. F. Wilbur Powell. 

The American Economic Review (Boston). 

March, 1914. The Federal Reserve Act. H. P. Willis. An 
account, mainly, of the political history and origins of the new 
Act. The New Income Tax. Boy. G. Blakey. Farm Credit 
Conditions in a Cotton State. Lewis H. Haney. Interest 
Theories, Old and New. Frank A. Fetter. Chiefly with refer- 
ence to a recent controversy between Professors Seager and 
Irving Fisher. 
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Suj*pXiEMENT, 1914 . proceedings of the Annual Meeting. The B0- 
newed Extension of Government Control of Eoonomic Life. 
X>Avm KmLEY. Presidential Address. The Control of Public 
Service Corporations. J, H. Gray. Certain ConBiderations in 
Railway Rate Making. B. H. Meyer. By a member of the 
Interstate Commerce Commission, followed by a discussion of 
some interest. The Problem of Syndicalism. J. 0. Brooks. 
Mr. Boger Babson made an interesting, contribution to the 
discussion. Recent Trust Decisions and Business. W. E. 
Hotchkiss. 

The Journal of Political Economy (Chicago). 

February, 1914. The Tariff of 1913. — ^11. H. Parker Willis. 
Continued in March. Some Aspects of the Minimum Wage. 
H. A. ]\IiLLis. Details are given of the provisions of the exist- 
ing laws, the principle of a minimum wage having been accepted 
in at least nine of the U.S.A. State legislatures. 

March, 1914. Trade Unionism in the United States: General 
Character and Types. Robert F. Hoxie. Some Aspects of the 
Water^l^>ays Question. H. G. Moulton. Shall we have an 
Introductory Course in Social Science ? A. B. Wolfe. 

April, 1914. A series of articles on the new U.S.A. Currency Act, 
including : The Banking and Currency Act of 1913. — I. J. L. 
Latjghlin. Continued in May, The Financidl Policy of the 
Federal Reserve Banks. T. Conway. Banking Reserves under 
the Federal Reserve Act. W. A. Scott. 

May, 1914. Further articles on the new Currency Act. Commercial 
Paper and the Federal Reserve Banks. O. M. W. Sprague. 
The Probable Effects of the New Currency Act on Bank Invest- 
ments. J. H. Hollander. The Elasticity of Note Issue under 
the New Currency Law. F. M. Taylor. Trade Unionism in 
the United States. R. F. Hoxie. • 

Political Science Quarterly (New York). 

March, 1914. Public Employment Offices. W. M. Leiserson. On 
Labour Exchanges in the United States. 

Revue d' Economic Politique (Paris). 

March-Aprtl, 1914. Etude critique du monisme economique de 
M. Achille Loria. C. Turgeon. Lcs changes ctrangers. G. 
Francois. 

Journal des Economistes (Paris). 

April, 1914. Lcs comptes dcs chemins de fer dc VEiat. G. De 
Nouvion. Le traite de Commerce russo-allemand et V Allemagne 
exportatrice de cereales. M. Hochschiller. 

Revue Economique Internationale (Brussels). 

February, 1914. La Politique social en Angleterre et en Allemagne. 
Achille Loria. An historical contrast. La Question agraire 
en Angleterre. E. Cammaerts. Mr. Lloyd-George/s proposals. 
Lg credit hypoihecaire en Argentine. G. Lafond. L' Expan- 
sion economique de la Hongrie en 1913. F. van Caenegem. 
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MakcH; 1914. L'Imj)6t de guerre en Allemagne, O. Gotheim. Vn 
dee Aspects de VUrbanisme : V Agglomeration de la Richesse, 
C. B. Turroni. Les moyens financiers de Vindustrie beige. 
M. L. Gj^rard. 

April, 1914. Le monopole d'Etat en matiere de petrole on Alle- 
magno^, L. Muffelmann. Salaires et salaries dans V griculture 
frangaise. M. Lair. Le fer en Normandie. G. Weill. La 
Situation dcunomique actuelle de VAlbanie. 1\ Stoppani. Les 
reserves en charbon de la Russie et de la Siherie. E Camlier. 

Afchiv fur Sozialwissenschaft und Sozialpolitik (Tubingen). 

March, 1914. Zur Soziologie des modernen Dramas. — I. G. von 
Lukacs. *Die englische Agrarreform. — 1. Hermann Levy. A 
substantial article, to be continued. Das Taylorsystem und 
seine volksunrischaftliche* Bedeutung . W. Kochmann. Beitrdge 
zum Problem des Neomalthusianismus. L. Berta. Der 
stddtische Grund und Boden in England. A. Loewenstein. 
Die Kapitalbildung in Finnland. A. Hselt. Die Sparkasse und 
ihre socialwirtschaftliche Bedeutung. F. Staudinger. With 
reference to recent literature. Die Gewerkschaftsbewegung in 
Deutschland, die Arbeitersozialpolitik und die Kdmpjc zwischen 
Untcrnehmern und Arbeitern ini Jahre 1913. 

• 

Annalen fur Soziale Politik und Gesetzgebung (Berlin). 

Parts 5 and G, 1914. Tatsachen und Ursachcn dcr intemationalen 
V erteuerung der Lebcnshaltung . Carl von Tyszka. Includes 
a number of useful tables showing the comparative rise in the 
cost of foodstuffs in various countries between 1900 and 1912. 
Der Tarifgedanken in Deutschland. H. Sinzheimer. Frauen- 
arbeit und Familie. Edmund Fischer. Ncue Gcwerkschafts- 
literatur. • Paul Kampffmeyer. A valuable survey of recent 
German literature, covering altogether 41 different publications. 

Finanz Archiv (Stuttgart). 

Part I., 1913. Oberfinanzrat Meiscl und die preussische Einkom- 
mensteuerstatistik. L. Waldecke. A reply to an article which 
appeared in Schmoller’s Jahrbuch. Die cnglischen Boden- 
wertsteuern. Eene Perrin. Die Reform dcr direkten Steuem 
in Ungarn. F. Fellner. A substantial article covering, with 
the extracts from recent Hungarian laws which follow it, 237 
pages in small type. 

Part II., 1913. Die Entwicklmig der serbischen Staatsfinanzen. J. 
Raudnitz. Die Steuerreform in Ddnemark in 1911-1912. H. 
Smith. Die Beiveglichkeit der Gemeindegrundsteuer in 
Preussen. Weck. Die Finanzen der europaischen und der 
wichiigeren ausser europaischen Staaten. O. Schwarz. A 
summary. This part concludes with a bibliography of financial 
literature of 1912, and a general index to the first thirty volumes 
of the Archiv. 

Part I., 1914. Kolonialschulden und Kolonialanleihen. 0. 

Johlinger. Die Einnahmen des Orossfurstentums Finland. J. 
Vuolle-Apiala. Die Stempelsteuern der deutschen Bun- 



350 ^Ha^aONOMIC JOtTENAL [jtTNE 

desstaaten. H. Weinbach. Die Reickssteuerreform von 1913. 
H. Koppe. a substantial article followed by texts of the new 
Acts. 


W eltwirtschaftliches A rchiv (Kiel) . 

October, 1913. Der Ausldnder. Bin Beitrag zur Soziologie der 
internationalen Menschenaustausches. 'Hermann Levy. Wher 
das Wesen und die Bedingungen des internationalen Nachrich- 
tenverkehrs. Max Koscher. Continued in January. ''Innere" 
und '' dussere Anleihen in China. W. Burklin. Die YqZ/cs- 
wirtschaft Agyptens in weltwirtschaftliclieT Beleuchtung . ^ L. 
PoLiER. Das Auswanderungsprohlem und die Arbeitslosigkeit 
in Ungarn. A. Bolgar. Die Krisis in der italienischen 
Baumwollindustrie. A. Caroncini. International Trade and 
Trade Policy of United States. W. T. Jackman. A review of 
current literature. 

January, 1914. Die Bil^inz der internationalen W ertubertragungen. 
W. Zollinger. Die Meistbegiinstigungsklausel. Du. Planm. 
Internationale Arheiterschutzvertrdge. E. Francke. Depeschen- 
bureaus und internationales 'Nachrichtenwesen. N. Hansen. 
Die theoretischen Probleme des stoffwertlosen Geldcs. Bruno 
Moll. With special reference to Knapp’s theories. Die gegen- 
wdrtige Stellung Coupons in der W eltwirtschaft. L. von Wiese. 
Russische handelspolitische Strdmungen . K. Leitz. Zur Geld- 
theorie. F. Oppenheimer. A review of some recent German 
literature. 

April, 1914. Uber die jahrcszeitlichen Schwankungen des Gesamt- 
warenpreisniveaus. C. Bresciani-Tuuroni. The writer detects 
a regular seasonal variation in the general level of prices which 
tends to be relatively high in winter and low in summer. 
Zahlungsbilanz und Wechsclkurs. W. Zollinger. On the rela- 
tion between exchange and the rate of discount, with reference 
to an article by Professor Schar in a former issue. Welt- 
wirtschaft und territoriale Machtpolitik. Norman Angell. A 
reply to Professor H. Levy. Das Problem heweglicher Zolle 
in seiner Bedcutung fur die StabUisierung der Getreidepreise. 
A. Henntngsen. Die Secwirtschaff an der Nordsee und in 
ihren Hdfe7i. A. Oppel. Entwicklungstendenzen in der 
chincsischen Volkswirtschaft. Von Kries. Versuch einer 
Bibliographic zur Kriegswirtsehaftslehre. A. Blaustein. A 
considerable classified bibliography. 


Arbeitsrechf (Stuttgart) . 

P’ebruary, 1914. The first issue of a new Quarterly, described as a 
Jahrbuch fiir das gesamte Dienstrccht d^r Arheiter Angestellten 
und Beamten. The annual subscription is 6 Marks. Bound up 
with the above as a supplement is another new (Quarterly, 
Beamten- Jahrbuch. Most of the articles in both periodicals are 
short, five to seven pages. 

April, 1914. Das offentlichc Interesse in Arbeitskdmpfen (das 
kanadische Vorbild fiir Einigungsverfahren). Von Beulepsch. 
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Giornale degli Econorrmti (Borne). 

February, 1914. Smtomi atatistici delle condizioni economiche 
d' Italia. Giorgio Mortara. A synthetic index-number for 
Italy is constructed on the general lines indicated by Pantaleoni 
in his ^ritti Varii, Julin in the Journal of the Statistical 
Society, February, 1911, and others, but with special reference 
to the correlation between the changes in the different indices 
oi'progress — the total value of exports and imports, the quantity 
of coal imported the quantity of coffee imported, and seven 
other items. So close is the correlation between the ten indices 
that it makes no practical difference what average we employ 
(simple) arithmetic, geometric, median, or weighted. Any one 
set of five out of the ten items shows much the same trend as any 
other set of five. However the construction is varied, the syn- 
thetic index-number shows a progress from 1901-5 taken as 
100 to about 160 in 1912 *(the progress relative to population 
being somewhat less). Gontributi alle dottrine della circolazione . 
G. Del Vecchio. The gold-exchange sfendard, the relation of 
prices to discount, and other knotty points, are discussed. II 
fondamento logico delle statistica. C. Bresciani Turroni. The 
views of Professor “ Ciuproff (Tsohuprow) on the first prin- 
ciples of statistics are favourably criticised and compared with 
those of other eminent writers. SulVutilitd delle Rappreaenta^ 
zioni graphite. C. Gini. 

March. II salario ed il tenore di vita degli operai Giapponeai, 
E. Cauda. Wages in Japan have risen rather more than prices 
since 1900. But in considering whether the workman obtains 
the same ‘‘satisfaction,” account must be taken of the changed 
style of life. An examination of numerous budgets of Japanese 
operatives presents interesting comparisons with the Western 
world. Le condizioni . . . della Siberia. Jenny Griziotti- 
Kretschma^?5s\ The commerce, agriculture, tenure of land, and 
other economic features of Siberia are described. Detailed 
descriptions of the province of Palermo and of a portion of the 
Tripolitan territory are given in other parts of the March 
number. 

April. Sintomi atatistici delle condizioni economiche della 
Francia. Giorgio Mortara. A “synthetic index-number” 
constructed, with great attention to the selection of the best 
indices, for France, shows an economic progress from 100 in 
1900-1905 to about 130 in 1912. SulV impiego del coefficiente 
di correlazione. . . . Giorgio Mortara. In place of the co- 
efficient commonly called “r,” Professor Mortara proposes a 
new method of measuring correlation. Sopra il punto di mono^ 
polio di Cournot. L. Amoroso. An extension of Cournot’s 
theory of monopoly to the progressive taxation of profits. 

.i*' 

La Riforma Sociale (Turin). 

March, 1914. This number is devoted to a symposium or con- 
troversy on Dumping, in which Professors Cabiati, Jannacone, 
and Loria take part. 
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English. 

Angell (Norman). The Foundations of International Polity. 
London: Heinemann. 1914. Pp. xlviii+235. Ss. 6id. >net. 

[A oollection of various addresses, of which one, originally delivered to the 
Institute of Bankers, on “The Influence of Credit upon International Relations,” 
is of special economic interest. To bo reviewed. ] 

Bosanquet (Helen). Social Work in Lon(|on, 1869 to 1912. M 
History of the Charity Organisation Society. London : John 
Murray. 1914. Pp. xi + 420. Ss. net. 

[To be reviewed.] 

Carpenter (C.). Industrial Co-partnership. " London : Co- 
partnership Publishers. 1914. Pp. 61. Is. net. 

[Throe papers by the Chairman of the Sguth Metropolitan Gas Company, with 
twenty-two pages of chronological notes on British Profit-sharing and Co- 
partnership.] 

Drage (Geoffrey). The State and the Poor. London : Collins. 
1914. Pp. 264. Is. net. 

[In The Nation'ti Libranj .series.] 

Hall (Hubert). A Select Bibliography for the Study, Sources, 
and Literature of English Mediaeval Economic History. London : 
J?. S. King. 1914. Pp. xiii + 350. 5s. net. 

[Compiled by a Seminar of the London School of Economics under the supervision 
of Mr. Hall. To be reviewed.] 

Keeling (Frederic). Child Labour in the United Kingdom. A 
Study of the Development and Administration of the Law relating 
to the Employment of Children. London : P. S. King. 1914. Pp. 
xxxii-f-326. Is. 6d. net. 

[A report drafted by the author on behalf of a Sub-committee of the British 
Section of the International Association for Labour Legislation. To be reviewed.] 

Layton (W. T.). The Eelations of Capital and Labour. 
London : Collins. 1914. Pp. 264. 1/?. net. 

[In The Nation's Library series. To be reviewed.] 

Lennard (Eeginald). Economic Notes on English Agricultural 
Wages. London: Macmillan. 1914. Pp. ix -1-154. 5s. net. 

[More particularly concerned with the policy of establishing minimum 
agricultural wage-rates. To be reviewed.] 

Loved AY (A.). The History and Economics of Indian Famines. 
London: G. Bell. 1914. Pp. xi -1-163. 2s. 6d. net. 

[To be reviewed.] 

Mallock (W. H.). Social Eefonn as related to Eealities and 
Delusions. London: John Murray. 1914. Pp. xii-f391. 08. net. 

[“An examination of the increase and distribution of wealth from 1801 to 1910.” 
To be reviewed.] 

MoRGAij^ (H. E.). The Dignity of Business. Thoughts and 
Theories on Business and Training for Biisiness. London : Ewart, 
Seymour. 1914. Pp. x -1-260. 28. 6d. net. 

[“ Showing how and why we should train our boys for business.” Primarily an 
appeal to Cambridge and Oxford to establish Business Curricula.] 

Money (L. G. Chiozza). The Nation's Wealth. ^London: 
Collins. 1914. Pp. 264. l8. net. 

[In The Nation's Library series.] 
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Morley (Edith J.)- Women Workers in Seven Professions: a 
Survey of their Economic Conditions and Prospects. London : 
Boutledge. 1914. Pp. 318. 68. net. 

[“ Edited for the Studies Committee of the Fabian Women’s Group.” Deals 
with the conditions of employment for women as teachers, doctors, nurses, actresses, 
civil servants, clerks, secretaries, sanitary inspectors and health visitors.] 

IUthbone (Eleanor F.)* Beport on the Condition of Widows 
under the Poor Law in Liverpool. Liverpool : Lee and Nightingale, 
1914. Pp. 64. 2d. 

[A collection and examination of cases, presented to the Annual Meeting of the 
Liverpool Women’s Industrial Council, 1913.] 

Eowntree (B. Seebohm), The Way to Industrial Peace and the 
Problem of Unemployment. London: Fisher Unwin. 1914. Pp. 
182. 28. 6d. net.* 

[Chiefly reprinted from the Daily Chronicle^ Evening News, etc.] 

Seebohm (Frederic). Custofnary Acres and thtjir Historical 
Importance. London: Longmans, Creen. 19M. Pp. xiii-f274. 
r2cS. 6d. net. . 

[This is a series of six unfinished essay.s, from the third of which the title of the 
book is taken, which have been published posthumously under the editorship of the 
author’s son. To be reviewed.] 

Smart (William). yVn Introduction to the Tlieory of Value 
on the lines of Menger, Wieser, and Bohm-Bawerk. Third Edition. 
London: Macmillah. 1914. Pp. X4-104. Is. 6d. net. 

[This is apparently a reprint of the previous edition.] 

Tawney (R. H.). Minimum Rates in the Chain-making Industry. 
London: G. Bell. 1914. Pp. xiii+157. Is. 6d. net, 

[Studies in the Minimum fVage, No. /., published by the Ratan Tata Foundation. 

Mr. Tfiwney’s book is the first of a series in which it is proposed to examine some 
of the attempts which have been recently made to establish and enforce minimum 
standards of payment.” To be reviewed.] 

The Land : the Report of the Land Enquiry Committee. Vol. II., 
Urban. London: Hodder and Stoughton. 1914. Pp. xxxi4-728. 
Is. and 2s. net. 

[The result of an inquiry made by an unoflicial Committee appointed by the 
Chancellor of the Exchequer, of which the first volume is reviewed above. To bo 
reviewed.] 

Whittaker (Sir Thomas P,). Ownership Tenure and Taxation of 
Land. London: Macmillan. 1914. Pp. xv + 574. 12s. net. 

[To be reviewed.] 

Willis (W. N.). White Slaves of Toil. London : Pearson. 
1914 Pp. 208. Is. net. 

[On sweated women and children.] 


American. 

Bilgram (Hugo). The Cause of Business Depression, as dis- 
closed by an Analysis of the basic Principles of Economics. Phila- 
delphia : J. B. Lippincott. 1914. Pp. xvii-i-531. Ss. 6d. net. 

[Produced “ in collaboration with Louis Edward Levy.” A theoretical, but 
unacademic and unorthodox, study. The authors appear to hold the not altogether 
novel belief that shortage of capital te due to shortage of money, and that many ills 
could bo cured by a suflicient ease^||^i<|f|^e of credit money.] 

No. 94. — VOL. XXIV. 


A A 
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Dewing (Arthur S.). Corporate Promotions and Eeorganisa- 
tions. Cambridge (U.S.A.): Harvard University Press. 1914. Pp. 
ix + 615. $2.50. 

[Harvard Economic Studies, Vol. X. “The following studies were prepared for 
the purpose of studying in detail the stages in the life-histories of a selected group of 
industrial combinations.” To be reviewed. ] 

Knauth (0. W.). The Policy of the United States towards 
Industrial Monopoly. New York: Columbia University. (London: 
P. S. King.) 1914. Pp. 233. 8s. 

[Golumhia Univers'ily Studies. The period from 1890 to 1913 is dealt with. To be 
reviewed.] 

Mayor (James). Applied Economics: a Practical Exposition of 
the Science of Business, with Illustrations from Actual Experience. 
New York: Alexander Hamilton Institute. 1914. Pp. x.ti + 487. 

[The first volume of a new series under the editorship of Prof. J. F. Johnson 
of the New York University School of Commerce. “The Modern Business Course 
and Service is designed for wide-awake business men,” and appears to be suitable 
for readers who wish for general information that does not go very deeply below the 
surface of things. The iHj,istrations chosen are largely taken from Canadian and 
Oriental conditions.] 

Meyer (H. H. B.). List of Ecferences on Federal Control of 
Commerce and Corporations, special aspects and applications. 
Washington: Government Printing Office. 1914. Pp. 104. 15 

cents. 

[Published by the Library of Congress.] 

Moses (Egbert). The Civil Service of Great Britain New 
York: Columbia University. (London: P. S. King.) 1914. Pp. 
324. 88. 

[Columbia University Studies, “ Its object is to present the steps in the reform 
of the English Civil Service with particular emphasis upon the success of 
competitive examinations .... The author has had constantly in mind the 
influence of the reformed English Civil Service upon the Civil Service of the United 
States.” To be reviewed.] 

Osborne (A, A.). Speculation ou the New York Stock Exchange, 
September, 1904 — March, 1907. New York : Columbia University. 
(London: P. S. King.) 1918. Pp. 172. 6s. 

[Columbia University Studies. To be reviewed.] 

Seager (Henry Eogers). Principles of Economics. New York: 
Henry Holt. (London: G. Beil.) 1913. Pp. xx-f650. lOs. 6d. 
net. 

[This is a revised version, and, in effect, the fourth edition of Professor Seager’s 
Introduction to Economics. The extent of the changes made in this edition is 
explained by the author as follows ; “ I have done a good deal more than bring the 
information up to date. I have rewritten several of the theoretical chapters and 
recast the explanations of the laws of value and distribution .... The changes in 
the second half of the book, dealing with practical economic problems, have been 
even more extensive. The rearrangement and expansion of the material have 
resulted in four new chapters on the Reform of the Tax System of the United States, 
Profit Sharing and Labour Co-partnership, Social Insurance, and Socialism, in place 
of the single chapter on Plans of Economic Reform in the previous edition.”] 

Vanderlint (Jacob). Money Answers All Things (1734). 
Baltimore: Johns Hopkins Press. 1914. Pp. 164. $1. 

[A reprint of an economic tract, under the editorship of Prof. J. H. Hollander. 
“The essay is one of the most important of the flood of economic writing evoked, 
directly and indirectly, by Walpole’s excise scheme. A series of writers, as fat back 
as Lauderdale, credit Vanderlint with authorship of the project of the sinfle tax on 
land ....”] 
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Walling (W. E.). Progressivism and After, New York: Mac- 
millan Company. 1914. Pp. xxxv+406. 68. 6d. net. 

[On the relations between the Progressive, Labour, and Socialist Parties.] 
Whitney (Nathaniel Ruggles). Jurisdiction in American 
Building-Trades Unions. Baltimore : Johns Hopkins Press. 1914. 
Pp. vii-i 182. $1. 

{Johns Hopkins University Studies. The fourth monograph recently puLiishod 
in this series on Amercan Trade Unionism.] 

French. 

Seligman (Edwin R. A.). Essais sur PImpot. 2 vols. Paris: 
Giard & Briere, ^1914. Pp. viii -f 521 -f vii -f 618. Fr. 30. 

[Translated from the eighth American edition by Dr. Louis Suret.] 


German. 

Augstin (Max). Die Entwicklung der Bandwirtschaft in den 
Vereinigten Staaten von Nordarnerika und ilir Einfiuss auf die 
Preisbildung Landwirtschaftlicher Erzeugnisse. Munich : Duncker 
k Humblot. 1914. Pp. 149. M. 4. 

[Schriften des Vereins fiir Sozialpolitik, 141.] 

Calwek (Richaud). Das Wirtschaftsjahr 1008. Zweiter Teil : 
Jahrbuch der Weilwirtschaft 1908. Jena: Gustav Fischer. 1914. 
Pp. 421. i\I. 21. 

[“ Jahresberichte iiber den Wirtschafts- und Arbeitsmarkt fiir Volkswirte und 
Creschaftamanner, Arbeitgeber- und Arbeiter-Organisationen.'’] 

Calwer (Richard). Das Wirtschaftsjahr 1912. Erster Teil: 
Handel und Wandel. 1912. Jena: Gustav Fischer. 1914. Pp. 
vii-h314. M. 17. 

Edwards (William Hayden). Das Anlagekapital der Nord- 
arnerikanischen tlisenbahnen und seine Verziehungen zurn 
Reinertrage. Berlin: Julius Springer. 1914. Pp. 78. 

[Reprinted from Archiv fiir Eisenbahnwescn^ 1913.] 

Degenfeld-Schonburg (F. Graf von). Die Lohiitheorien von'. 
Ad. Smith, Ricardo, J. St. Mill, und Marx. Munich: Duncker und 
Humblot. 1914. M. 3. 

[Schmoller’s Staals- unci sozialwissenschaftlkhe Forschungaiy 173. This book 
consists of an historical account of the wage theories of the above writers, and 
nearly half of it deals with Marx. There is little, if any, critical discussion and no 
attempt at the formulation of a new theory of wages or the restatement of any 
current theory.] 

Leubuscher (Charlotte). Der Arbeitskampf der englischen 
Eisenbahner im Jahre 1911. Mit einem einleitenden Uberblick fiber 
die allgemeinen Eritwicklungstendenzen in der heutigen englischen 
Arbeiterbewegung. Munich : Duncker und Humblot. 1913. Pp, 
x+118. M. 3. 

[Schmoller’s Staats- und sozialwissenschaftliche Forschungen^ 174. To bo re- 
viewed.] 

Mann (Fritz Karl). Der Marschall Vauban und die Volks- 
wirtsohaftslehre des Asbolutismus. Eine Kritik des Merkantil- 
systems. Munich: Duncker und Humblot, 1914. Pp. xvi 4-526. 

M. 12. 

[To be reviewed.] 
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Morel (Felix). Aktienkapital und Aktien-Emissionskurs. 
Munich: Duncker und Humblot. 1914. Pp. xii + 54. M. 2.50, 
[Sohmoller’s StmtS' und sozialwissenschaftliche Foncliungmt 176. Gives par- 
ticulars of German industrial issues from 1903 to 1912.] 

Salin (Edgar). Die wirtschaftliche Entwicklung von Alaska 
(und Yukon Territory). Ein Beitrag zur Geschichte und Theorie der 
Konzentrationsbewegung. Tubingen: J. C. B. Mohr. 1914. Pp. 
viii + 226. M. 5. 

[^Archiv filr Sozialwiasenschaft und SozmlpoUtik : Frgdnzungskefty 12.] 

ScHREiBER (Edmund). Die volkswirtschaftlichen Anschauungen 
der Scholastik seit Thomas v. Aquin. Jena: Gustav Fischer. 1913. 
Pp. viii4-246. H. 7.50. 

[The first issue of BcUrdgc zur Grschichle der National okonomicy to be issued 
under the editorship of Prof. Diehl. To be reviewed.] 

Tyszka (Carl von). Lohne ynd Lebenskosten in Westeuropa 
im 19. Jahrhunclerti (Frankreich, England, Spanien, Belgien). 
Munich: Duncker und Humblot. 1914. Pp. viii + 291. M. 8. 

[iichriften dcs Vcreins ftir Soz/aJpoIidk, 145. To bo reviewed.] 

Walter (H. A.). Die neuere englische Sozialpolitik. Munich: 
R. Oldenbourg, 1914. Pp. xiv + 179. M. 4. 

[With an introduction by Mr. Lloyd George. A further volume in Dr. Sieper’s 
Die KuUur dcs modernen England series. On Trade Unionism, Labour Exchanges 
Social Insurance, etc.] 


Ilalian 

Alberti (M.). Verso la crisi. ('on prefazione di L. Luzzatti. 
Trieste : Schimpff . 1914. 

Capocci (0.). Industria a domicilio e niinirno obligatorio di 
salario. Naples: Sperro. 1914. 

Einaudi (Luigi), Corso di Scienzu delle .Finanze. Secoiida 
edizione curata dal Dottor Achille Necco. Turin : E. Bono. 1914. 
Pp. 1 + 1010. 

[An elaborate treatise, based on Professor Einaudi’s lecture.s. To bo reviewed.] 

Labriola (A.). II socialismo (*onteniporaneo. 1914. 

Marconcini (F.). LTndustria doinestica salariata nei rapporti 
interiii e iuternazionali. Turin : Bertinatti. 1914. Pp. 847 

[With a preface by Professor Loria.] 

Mortara (G.). Numeri indici dello Stato e del Progresso 
economico delle Regioni Italiane, Nurneri indici delle condizioni 
economiche dTtalia. Sintomi statistic! delle condizioni economiche 
d’ltalia. Studi di semiologia economice. Rome: Athenaeum. 
1913-1914. 

[These are a series of papers reprinted separately from various issues of the 
Oiornale degli Economisti July 1913 to April 1914. The two first were noticed under 
ReceM Periodicals in the Economic Journal, September and December, 1913, and 
the two latter are noticed above, p. 351.] 

Viceselli (G.). Lavoro e rnateniitii. Turin: Uiiione Tipo- 

graphic. 1914. 



KING’S NEW BOOKS. 


BOY LIFE AND LABOUR. The Manufacture of 
Inefficiency. 

By ARNOLD FREEMAN, M.A., B.Litt., F.B.Hint.S. With Preface by 

Dr. M. E. SADI/ER, C.B., Vice-Chancellor, University of Leeds. Demy 8vo, 

Cloth, 3s, 0d. net. Inland Postage^ Ad. 

A work based upon a year of investigation into the lives of nearly a hundred working- 
class boys in the City of Birmingham. The author shows how the work accomplished by 
the elementary school is undone in a majority of cases by the influences to which the boy 
is subsequently subject. 

INDUSTRIAL TRAINING IN THE PRESS. 

By N. B. DBARLE, M.A., Fellow of All Souls’ College, Oxford. Demy 8vo, 

Cloth, 7s. 0d. net. Inland Postage^ Ad. 

Contents -The Problem stated— Definition^ Classification, and Past History of 
Industrial Training— Value of Different Method.s— Existing Methods in being— Conditions 
of Engagement and Employment— The School and the Shop — Problems of Recruiting and 
Boy Labour — Industrial Training and Unem^floymeni/— The Needs of the Future and 
their Satisfaction— Appendices. 


THE PROBATION SYSTEM. 


IN THE PRESS. 


By CECIL LEESON, Social Study Higher Diploma, Birmingham University. 
Crown 8vo, 3e. 0d. net. Inland Postage, M. 


THE TINPLATE INDUSTRY. 


IN THE PRESS. 


With special reference to its relations with the Iron and 
Steel Industries. A Study in Economic Organisation. 

By J. H. JONES, M.A., Lecturer on Social Economics in the University of 
Glasgow. Demy 8vo, Cloth, 7s. 0d. net. Inland Postage, Ad. 


WEALTH. *A Brief Examination of the Causes of 
Economic Welfare. 

By EDWIN C ANNAN, M.A., LL.D., Professor of Political Economy in the 
University of Loudon, Crown 8vo, Cloth, 3s. 0d. net. Inland Postage, Ad. 
TIMES. — “ A concise and instructive book.” 

GLASGOW HERALD. — “Mr. Caiman is probably' the most trenchant, suggestive, 
and original of living economists.” 

THE NATURE AND FIRST PRINCIPLE OF 
TAXATION. 

By ROBERT JONES, B.So. (Econ.). With a Preface by SIDNEV WEBB, 
LL.B. Demy 8vo, Cloth, 7s. 0d. net. Inland Postage, Ad. 

ACADEMY. — “An excellent handbook for the Statesman, the Political Economist, 
and the Student.” 


Lists of Messrs. King's puhlicaticms on— Fiscal Question, Health, Land, 
Finance, Women's Questions, Poor Laio, Local Government, Labour, 
Railways, Transport, and Subject Catalogue of Piiblications on Economics, 
Politics, and Sociology, will he sent post free, on application. 

P. S. KING e SON, WESTMINSTER. 



MACMILLAN’S LATEST BOOKS 

on Economics, Statistics, etc. 

1914 ISSUB JUST PUBLISHED. 

THE STATESMEN’S YEAR BOOK. 

Statistical and Historical Annual of the States of the World for the 
Year 1914. Edited by J. Scott Keltic, LL.D. Assisted by M. Epstein, 
M.A., Ph.D. With Maps. Crown 8vo. los. 6 d. net. 

Daily JWwj.— “ As the vade mecum companion of everyone who wishes to write or even read 
intelligently about public affair.s, abroad as well as at home, it has long ago reached the stage at which 
the only word for its services is indispensable.” 

THE OWNERSHIP, TENURE, AND TAXA- 
TION OF LAND. 

Some Facts, Fallacies, and Proposals relating thereto. By the Right Hon. 
Sir Thomas P. Whittaker, P.C., M.F. 8vo. 12^. net. 

The ^ some people who talk about land and taxation, Sir Thomas VVhittaker 

understands his subject : indeed his book provides a far more convincing reply to the theories of the 
single taxers than anything else we <iave read.” 

The Field. — “ One of the most valuable books that has been published on a .subject of extreme 
importance." 

The New Statesman. — This astounding look. ... Sir Thomtis Whittaker has almost a genius for 
knowledge." 

Daily Chronicle. — “ An almost encyclopjedic volume of historic.Tl survey and pungent argument." 
Glasgenv Herald.— exaggerate the importance of this volume would be as difficult as to give an 
adequate idea of its contents, . . . The book will probably long remain the standard work on the subject." 
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A NON-MONETAKY CAUSE OP FLUCTUATIONS IN 

EMPLOYMENT. 

It has been observed for a long time that the trades connected 
with the construction of durable goods, such as buildings, ships, 
machinery, works of construction, &c., are liable to specially hea^v 
fluctuations in employment. Bteasons have often been suggested, bift 
usually the argument has taken the line that if, for some ulterior 
reason, there is a fluctuation in general trade connected with 
changes in general prices and with the rate of interest, the pro- 
ducers of the instruments of production will be more particularly 
affected. Without implying any criticism of that line of 
reasoning, 1 would suggest that thgre is a more fundamental 
reason why there must be, under comj)etitive conditions, heavy 
fluctuations in tfie production of durable goods (wdiether instru- 
ments of production or not), whether there be general move- 
ments of good and bad trade or not, and that perhaps we ought 
rather to put the argument the other way round, and find in 
the independently-caused fluctuations in the production of durable 
goods one at least of the principal factors in producing monetary 
disturbances and general fluctuations. 

The influence of durability as an independent cause of 
variability of demand for production of goods is noted by Prof. 
Pigou (Wealth and Weljare, p. 144), and appears to be suggested 
XfiOre recently by D. H. Kobertson in a paper read to the Eoyal 
Statistical Society (December, il913). The manner in which 
durability operates deserves, however, somewhat more extended 
examination. It can be shown, I think, that great variability is 
not really theoretically inevitable, but is largely the result of 
competitive conditions case of durable goods, do 

not result in the harmony of individual and social interests. 

N0‘ 95. — VOL. XXIV B B 
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It is hardly necessary to point out that the quantity of every 
class of goods required in a growing world cannot increase in a 
smooth and uniform manner. Even in the case of such necessary 
things as wheat, there are changes taking place in the demand 
on account of changes in taste ; many people going to live in 
America, for instance, eat more wheat and less rye than before, 
and others are taking to consuming less w^ieat and more meat. 
Moreover, the variations in the harvests — t.c./ in the supply — 
of rye, oats, and potatoes produce variations in the demand for 
wheat, and vice versd. With less elementary necessaries it is 
still more clear that all sorts of influences are at work apart 
from the mere increase of population, with the result that the 
total demand for any commodity is not likely to increase in a 
jperfectly steady way, even if there w^ere no general movements 
of good and bad trade. 

In general, however, it w^ould seem that the change in 
demand for any one important commodity in a large country, 
apart from fluctuations of good and bad trade, would be quite 
small from year to year — allowing for a certain tendency for 
increase with the growth of population and wealth, — and it is 
not apparent w^hy there should be any particular difiiculty in 
meeting the variations by quite small adjustments of produc- 
tion. Suppose, for instance, that the demand for woollen clothes 
turned out to be 5 per cent, more or 5 per cent, less one year 
than was expected. There would be no great difficulty caused. 
The amount of unemployment of spinners and weavers arising 
when 5 per cent, less cloth than exj)ected was in demand would 
not be considerable. It is easy to see that changes of 5 per cent, 
or much more might easily occur in the demand for a particular 
kind of woollen goods jnerely from a change of fashions, but it 
does not seem probable that merely chance variations in demand, 
independent of general movements of good and bad trade, would 
result often in a deficiency or excess of more than 5 per < 3 ent. 
above or below what would normally be expected in the demand 
of a great market for a great group of staple goods such as 
woollen clothing. ^ 

There is a very important distinction, however, between the 
demand for the production of durable goods and the demand for 
the production of comparatively non-durable goods. The distinction 
between the two classes is, of course, ofle of degree, but that does 
not alter the fact that there is a hroad distinction. Durable goods 
are such as last many years, so that they are accumulated, and 
a large stock exists, the production within any limited period of 
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time such as a year being partly required for the maintenance 
of the stock and partly for additions to stock. The principal 
durable goods ard btnldings, works of construction, and ships. 
I will illustrate the argument by the last-mentioned class only, 
because shipbuilding happens to be a very important industry in 
England, and also because it furnishes a very good illustration. 
Tne demaryi for ships, in the sense in which the. word demand 
is used in the pteceding paragraphs, means demand for the use 
of the total stock of shii>B, i.e., demand for trans^x^rt. That 
demand, like the demand for woollen clothes, is liable to slight 
variations from year to year, quite apart from periodical trade 
fluctuations, variations which are the resultant of many in- 
dependent causes, and there fore j>robably in the aggregate rather 
small, since tht3y may be expected to neutralise each other to a 
large extent. Still, it is highly improbably that in a growing 
world the demand w^ould increase in a perfectly uniform way. 
If the stock in existence in 1900 were twenty million tons, the 
increase per annum of tonnage required might be half a million 
per annum over the next ten years with tlie growth of the 
world’s trade, but*it w^ould be very surprising if it were exactly 
that amount each year. In the case of woollens I suggested that 
there might be an unexpected deficiency or excess of demand 
of 5 per cent. Suppose that in the case of shipping the demaiid 
in successive years, instead of being 


1900. 

1901. 

1902. 

1903. 

1904. 

1906. 

20,000,000 

20,500,000 

21,000,000, 

21,5Q0,000 

22,000,000 

22.600,000 

which we 

might call the exj>ected demand,’ 

were to be 


20,000,000 

20,400,000 

20,600,000 

21,000,000 

22,000,000 

22,500,000 

1900. 

1901. 

1902. 

1903. 

1904. 

1905. 


(Purely hypothetical figures are taken because the actual figures 
are influenced by periodical trade booms and depressions.) 

In 1903 there is half a million tons less than the expected 
demand, but that is a variation from the expected of less than 
2^ per cent. In the case of woollen goods it w^as remarked that a 
5 per cent, unexpected deficiency in the quantity demanded would 
not greatly disturb the producers of w^oollens. The above figures 
in regard to demand for ships would mean, however, a great 
disturbance in the demand, for shipbuilding. 

Suppose that a ship lasts on *an average twenty years.^ To 

1 Geometrical progression woAld be, perhaps, a better series for the “expected ” 
^ demand but the difference would be unimportant. 

^ There is no particular signifidance in the exact figures. It is not suggested in 
this paper that there is any simple numerical correspondence between the Average 
durability and the length of the period of trade fluctuations. 
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maintain a stock of twenty million tons would require an annual 
production of one million tons. The amount required for main- 
tenance of the stock, i.e,, replacement bf strips lost and broken 
up, would depend, of course, on the average age of the tonnage 
in existence, and, strictly speaking, thei^ would not be one 
million tons to be replaced in 1900, because twenty years 
previously the total tonnage would have been less. It is not 
necessary, however, for the purpose of the atgument, to go far 
into that question. Let us take the amount required for main- 
tenance of stock as one million tons each year — in so far as that 
is incorrect the argument is strengthened. Let it be supposed, 
further, that it takes one year to build a ship.^ Then the pro- 
duction required each year to give the quantities available as 
shown would be : — 

1900. , 1901. 1902. 1903. 190’4. v 

1,400,000 1,200,000 1,500,000 2,000,000 1,500,000 

• 

Thus the quite small variations in the slowdy increasing 
demand for the use of the stock of shijis, variations which might 
arise from purely accidental causes unconnected with general 
good or bad trade, are reflected in a much exaggerated degree in 
the demand for shipbuilding, the quantity to be built in 1903 
^being 6G| per cent, above that in 1901 ; whereas the quantity 
demanded for use in 1901 is only G'8 per cent, above that 
demanded for use in 1902. 

That peculiarity in regard to the demand for annual produc- 
tion of durable goods is, I suggest, one of the principal under- 
lying causes of industrial fliuduations. I do not suggest that 
monetary considerations are not imixirtant, but that they are 
probably as often as not a result of the fluctuations in the great 
constructive industries connected with the production of durable 
goods, and esiiecially are probably brought about by the high 
prices of materials in “boom” periods. In times of depression 
it is easy to see that the disturbance of purchasing power caused 
the latter fluctuations is reflected in other industries, and sets 
iii motion the vicious circle of depression, and has considerable 
influence in linking together tlfe fluctuations in the various 

^ There is not, in my view, much significance in the length of time of 
construction, as suggested by Robertson and Aftalion. If ships took only six 
months to construct, the variability of demand for new construction would be the 
same, only there would be just half the quantity "under construction at any moment 
of time. Shorter periods of construction would not make it in any degree more 
possible to build in advance of requirements — rather the reverse. Building would 
be more than ever concentrated at the “ boom ” times. Sec also the concluding 
paragraphs of this paper. 
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industries and in the variolis countries of the world. The 
monetary disturbanees.are an exaggerating influence, and also 
tend to give a greater d^ree of regularity in the periodicity than 
would be expected simiSy from the purely industrial and prob- 
ability coftsidenations which have been mentioned. 

The linking together of the movements in certain groups of 
tiade is easily urdefstood quite apart from credit or banking 
disturbances. Thp building of ships requires the construction of 
much machinery and the rolling of plates and girders, so that 
the group of trades which are affecled comprises a large part of 
the engineering and iron and steel work in England. There is 
therefore a considerable disturbance of purchasing power by the 
fluctuation in earnings of workmen and shareholders in that 
large group of trades, and, furtlier, the variability of demand 
for shipbuilding materials — which itself is lieavy for the reason 
explained — tends to make a Mill heavier variabjlity in the demand 
for the construction of the durabk' capital involved in the pro- 
duction of shipbuilding materials. This double exaggeration is 
checked, how^ever, by the fact that the durable capital required 
for the production eff shipbuilding materials is also used for other 
purposes. It is not difficult to understand, however, that some- 
times, purely by chance, disturbances in important industries 
may coincide, and also that the disturbance of purchasing powet' 
tends to make them follow^ on one another, if not exactly tqt 
coincide. It is not surprising to find, however, that the fluctua- 
tions of the building trade, which is largely an independent 
group from shipbuilding and engineering, do not closely follow 
the latter. 

The importance of recognising that there is this great ten- 
dency to fluctuation in the constructive trades, quite apart from 
money disturbances, is not purely theoretical. For one thing, it 
supports the view that unemployment insurance is a proper 
remedy to take, and it also suggests that insurance is, so far as 
it goes, a prei^entive of disturbance. If it be the case that th| 
disturbance of purchasing power among the persons directly, 
affected by these trades is in an im[x>rtant degree, a root caus^^f 
reaction on other trades, it would seem that a scheme which 
checks that reaction by diminishing the fluctuations of purchas- 
ing power of shipbuilders, &c., must do something, if not very 
much, to check extension of the disturbance. 

Another conclusion of some interest is that willingness on 
the part of wage-earners to accept considerable fluctuations in 
wages would be no remedy — but that point will be referred to 
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later on. It is necessary, first of all, to consider more fully why 
free competition ncting on suj>ply and demand does not tend to 
limit the fluctuations as much as is economically fwssible. 

li we take the hgures given above, for- the sake of argument, 
as representing the quantity of shipping which <y)ulcl4)e made 
use of at normal rates of freight in the years 1900 to 1905, we 
naturally ask why the increased building should not be anticipated 
and spread over the earlier years. 

The first answer may be : It could not be anticipated before- 
hand to any serious extent. No doubt that is very largely true, 
but we may ask why there should not be a reserve of ships 
which could he called iiho use when required, ffnd laid np when 
not required. It may not he known beforehand precisely in what 
year there will be an unexpectedly large increase in demand for 
ships, but it is known that there are fluetiiaiions, and a reserve 
of a few per cent, of the total quantity of tonnage which is main- 
tained would be sufficient to meet the difficulty, and avoid great 
fluctuations in both freight charges and shipbuilding. Some may 
maintain, in fact, that there is such a reserve, and that, therefore, 
the whole argument falls to the ground. • 

Without appealing to very recent experience, when there was 
a shortage of ships and an enormous rise of freights, it is demon- 
strable a priori that under a system of competition the necessary 
reserve cannot he maintained. A reserve wliich would prevent 
fluctuations in shipbuilding would have to be such that in the 
years when demand was unexpectedly large it would meet that 
demand, without any abnormal shipbuilding the year before, and 
prevent freights from going above the level which gives normal 
profits to shijxnvners. Ilcnce at every time but the “peak- 
load” times there would have to be some excess of tonnage, just 
as in an electric power-house there is during nearly the whole 
day a reserve of unused capacity which is actuallj?" ^required only 
for a very short period. ** 

The case of ships difi'ers from tliat of the pOtVer-house, how- 
ever, in that the reserve, whenever it exists, is on the market, 
and depresses freights below the paying level. That depression 
must, in the long run, be balanced by high earnings during 
periods when tonnage is deficient. If there were no such j)eriod8 
of deficiency of tonnage, shipowning would be a very profitless 
business wherever there was no close “ring.” With a multitude 
of competing owners the reserve can only act on the “hit and 
miss ” principle. At one moment it is found that there is an 
excess of tonnage, freights fall low, and owners put off ordering 
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new ships until, in course of time, it is found that there is a 
deficiency, and freights ris%to a very profitable level, and there 
is a rush of orders for the builders. That state of things is very 
wasteful of both capital and labour. 

The naaintpnance of an adequate reserve which would suffice 
to prevent the occurrence of any serious deficiency would, it is 
true, involve wastq through the loss of profits, interest, and 
depreciation on more or less of unused tonnage in all but a few 
exceptional seasons. There is good reason for supposing, how- 
ever, that that waste would be much less than the waste of capital 
and of specialised labour which arises from the fluctuations in 
demand at the •shipbuilding, engineering, and iron and steel 
works under competitive conditions. Competition, in this case, 
seriously fails to tend towards maximum economy for the whole 
of the intl^rests involved, and that is true not only if the 
variations in demand for ships are unpredictable, but even if they 
are predictable, as no doubt they are within rather wide limits 
of error for a short period ahead. 

Consider first how the problem would present itself to a great 
shi}x> wiling trust .which controlled all shipping, but w^hich was 
governed in the interests of the public, and had to earn only a 
normal remuneration on its capital. Experience would show 
that a certain margin of reserve tonnage would suffice to i^revent 
the necessity for great increases of building within a short period 
of time. If at any particular date there were found to be an 
excess of tonnage, there would be a motive for reducing building 
orders. That w^ild induce builders to offer some concession in 
prices. The directors of the trust would have to weigh against 
the concessions offered the chance of having some tonnage on 
hand too soon and of having to allow for interest and deprecia- 
tion on unused tonnage. ^ Suppose that, had things turned out as 
expected, 1,5S0,000 tons wxudd have been ordered, but as the 
actual situation has developed it would seem that 1,000,000 would 
suffice this The directors would have to consider whether 

the concession in prices offered by the builders would make up 
for the probability of their having to layup 500,000 additional tons, 
a small fraction only of the total tonnage.^ Against that is to be 
set a concession of prices by the builders and the ]K)ssibility that 
if the smaller tonnage only is ordered this year, there may be a 
shortage later on and necessity for paying excessive prices. 

^ Alternatively they might find more or less of use for the reserve tonnage in 
such a way as not to spoil the market and reduce ordinary freight charge^ 
appreciably, 



364 


THE ECONOMIC JOURNAL 


[sept. 


The result probably would be some compromise, and the ship^ ^ 
building industry would experience some fluctuartion, but the 
magnitude of the pressure brought to bear in the direction of " 
fluctuation in shipbuilding would be simply the magnitude of the? * 
actual waste which w^ould result from the avoidance of the fluctua- 
tion, i.e.y the loss of interest and depreciation arising out of the 
building of some tonnage earlier than necessary. It would be that 
loss which the shipping trust would weigh against concessions 
which the builders wmild be forced to offer w^hen faced with a 
prospect of reduced orders for building. 

With competing shipowners, on the other hand, the existence 
of a present excess wnuld mean low freights for the* whole quantity 
of shipping in existence, and the disposition of the shipowners 
to order, or refrain from ordering, new tonnage would be in- 
fluenced mainly by that low level of freight. It is no longer the 
mere loss of interest a*nd depreciation on half a million tons wdiich 
is w^eighed against the price concessions offered by the builders. 

It is a loss in earnings on all shipping, w^hich is much greater 
than the real waste. Far the greater part of the loss of freight 
earnings is merely a transference of w-ealth from shipowners to 
the consumers of goods carried in ships. To the shijx)wner, how- 
ever, it is mere loss, whatever it may be to the world, and that 
loss is what influences him in deciding whether any concession 
offered by the builders is sufficient to make it worth his while to 
place his orders now^ or to w^ait till next year. 

One must not accept too hastily, however, the conclusion that 
the hypothetical trust would place its orders niore evenly than 
a body of competitive shi{)owners, or that there would be a net 
saving of waste of capital and labour if the shipyards were em- 
ployed more regularly only by haidng more idle capital in the 
form of unused or half-used ships. There is always a strong 
primA facie presumption that competition will result in minimis- 
ing the net loss more effectively than any other system. 

Let us consider the position at some moment of time when 
there is an excess of tonnage. 

For competitive shipowners that means low freights for all 
shipping. It may very well be said, fiowever, that the question 
of the amount of orders for new ships to be placed does not depend 
upon the magnitude of the losses on existing ships, excepting in 
so far as that may indicate a probability of loss on future tonnage 
when it is ready for use. If freights are, say, 20 per cent, below 
the normal, and a shipowner thinks that demand will not reach 
normal for several years, he may estimate that a ship ordered now 
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will earn 20 per cent, below normal in its first year. That proba- 
bility is what he would weigh against any concession in prices 
which the builders may offer to induce him to place the order 
now rather than wait a year longer. What does it matter whether 
the present low rate of freight is being earned on a large or on 
a small quantity of existing tonnage? The existing tonnage is 
already there, and what is past cannot be undone. 

Or the other hand, the trust would not have a low rate of 
freight to consider, but the loss of interest and depreciation on 
the excess tonnage. The marginal loss for tlie trust, however, 
would be not very different from the marginal loss for the com- 
petitive shipowner, and prima facie the calculation as to whether 
an additional unit of tonnage should be ordered from the builders 
is nearly the same in the two cases, such difference as there might 
be tending towards the early placing of orders under competitive 
conditions rather than in;iderthe trust regiihe.^ 

]t is evident, however, that there is a fallacy in this ‘‘mar- 
ginal” argument, if we recollect that in the long run the ship-- 
owner must make something like normal profits. If orders would 
have been placc'd for 20,000 tons this week at prices current pre- 
viously, but, owing to a cut in prices, 25,000 tons are ordered, 
the owner who was induced to place the order for 5,000 tons does 
not take into account the fact that when the ship is ready it will 
have a small effect in reducing freights and thus reducing the 
earnings of all ships. The effect, to any one shipowner, of that 
extra 5,000 tons is negligible, but the effect on shipowners as 
a whole is not *a quantity of the same order of smallness, and 
that kind of thing going on week after week would mean losses 
to shipowners as a whole, and these losses are not taken count of 
in the calculations. They are not compensated for by the reduced 
prices offered by the builders. They must be made up for at 
some subsequent period by the existence of periods of scarcity 
of tonnage. 

In the case of the trust, on the other hand, if 25,000 tons are 

^ If all shipping were uniform, with the same working expenses and the same 
interest and depreciation required to be earned, the marginal losses in the case of 
the trust and the competitive owners would be the same under similar conditions as 
to demand and excess of supply pf tonnage. Also, independently of the above 
conditions, it would be the same if the short- period demand for transport were 
perfectly elastic. Independently of both the above conditions it would be the same 
if the trust could use some of its excess tonnage at lower rates of freight than the 
normal without depreciating the normal rate for the bulk of the tonnage. To 
show these points would require a diagram, but I do not think it necessary to 
elaborate them because the main point is that the marginal argument is fallacious, 
for the reasons stated in the text. 
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ordered instead of 210,000, the loss of mterest. and depreciation 
IS compensated by the cheaper price of construction, and there 
is not any necessity created for some corresponding period of 
scarcity at a later date. 

It follows that if competitive shijx)wners do in fact make 
average profits in the long run, they must be influenced, in regard 
to the placing of orders not only by the apparent prospects of profit 
from the particular ships ordered at any moment, but also by 
a general view, looking backwards, of the profits earned in the 
past on existing ships. Thus their unwillingness, in times of depres- 
sion, to place orders in advance must be much greater than wnuld 
be that of the hyix)thetical trust, when faced with the same indica- 
tions as to future demand and the same degree of reduction in 
building prices. It follows that the waste of capital and labour 
is much greater than is theoretically unavoidable. 

It also follows, I think, from these considerations that greater 
willingness on the part of workmen in the shipyards to accept 
reductions of wages in times of bad trade would not have much 
effect, in the long run, in steadying employment, i:e., under 
conditions of competition in shipowning. Thus suppose, aas before, 
that 20,000 tons would have been ordered at normal building 
prices, but, owing to greater reductions in wages, 30,000 tons are 
ordered instead of, as before, 25,000. The antedating is greater 
than before, more ships are ready for use in advance of needs, 
and tlie consequent reduction of freight rates is greater. The 
effect must be, in the long rim, to increase the reluctance of 
shipowners to antedate orders in response to a given reduction 
in building prices. 

It does not follow that that would enlirt ly neutralise the effect 
of the increased variability of sliiplmilding prices in the direction 
of spreading the building orders more evenly, but it must tend 
to prevent that result from occurring. Greater variability of build- 
ing prices, from whatever cause arising, would not remove tlie 
fundamental difficulty. j 

The case of ships is not exactly parallel with that of other 
durable goods, firstly, in that dwel|ing-houses, railways, docks, 
waterworks, etc., are not so thorohghJy competitive with one 
another as are ships. It is quite possible, and in fact quite usual, 
for railway companies to have almost always a margin of reserve 
capacity both as regards permanent way and rolling-stock, since 
the existence of such reserve does not, in most countries, result 
in much cutting of rates and fares. At some periods that has been 
the case — iu America, for instance — and at such periods there 
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were tremendous fluctualions in the demand for new construction 
and for new rolling-stock. On the whole, it seems probable, 
however, that there is not the same degree of competitive difficulty 
in these cases, but there is in a still greater degree than in the case 
of ships, the exaggerated variability in demand for annual con- 
struction resulting from the durability of the things in question. 
Even without the competitive difficulty that is still a sermus^ if 
imavoiclalble thing — and, of course, there are other causes of 
fluctuation which have not been dealt with at all. 

Secondly, in the case of many factory buildings, and much 
durable plant, there is a parallelism with ships as regards the 
existence of a stock very large in comparison with the annual 
amount of new construction and as regards the efi'ecti’ e com- 
petitiveness of the product, and, therefore, of th(' buildings and 
plant themselves. It happens, however, in Die case of many kinds 
of factories, that the working expenses,* including cost of raw 
material, take up a considerably larger proportion of normal 
receipts than do^prolits, interest, and deprecialion, so that prices 
of goods ‘produced do not get depressed to the same extent as in 
the case df shipj)ing freights by reason of the existence of a margin 
of excess capaxuty. In so far as that is the case, the tendency 
towards excessive fluctuation arising out of the cause under con- 
sideration is diminished and the influence of the weather on prices 
of raw materials becomes the dominant factor in causing fluctua- 
tions in prices of the finished article. The influence of excess 
or deficiency of durable plant exists, all the same, however, 
though not sot^asily observable as in the case of shipping. 

In all these cases, in their varying degrees, when we take into 
account the constructive trades, there is a failure of competitive 
self-interest to tend towards maximum social interest, and that 
is a matter which probably becomes more, rather than less, serious 
in course of time ; for the tendency is for durable goods to become 
more and more abundant and for a larger proportion of the labour 
of advanced counties to be absorbed in maintaining and increasing 
the stocks of such goods. It is true that if a time came in which 
maintenance alone absorbed; all the available energy, the fluctua- 
tions would .cease. It is the fact that the stocks are large and 
yet are being increased that results in violent fluctuations in 
annual construction. 

The direction in which remedy is to be sought appears to be 
in some kind of control which w^ould prevent the necessary reserve 
of durable capital to meet contingencies from depressing freights, 
etc.,|^excessively below the paying level. To a considerable extent 
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such tontrol is now exercised in shipowning agreement in the 
case of regular lines, but the larger mass of tramp steamers are 
little influenced by them. 

There are obvious dangers in monopolistic agreements, especi- 
ally in those of an international character, but the considerations 
put forward above rather go to strengthen the argument for aiming 
at the control, rather than the prevention, of such agreements. 
It is conceivable that in the future it may be found best to license 
rings and other associations subject to sufficient public control 
to prevent the exploitation of the public, and to ensure that in 
industries involving the use of durable capital there is normally 
a margin of capacity capable of taking up any prob'able increase 
of demand within a short time, and that a policy of placing orders 
for construction as evenly as possible* is pursued. 

The advantages would be not only in saving of wastage of 
capital and specialised tabour in the manner suggested above. 
There would be also a diminution of the causes operating to 
produce money and credit disturbances, less anxiety for the busi- 
ness men engaged in industries, and less need for the *i*!aye and 
highly paid instinct for judging market conditions. • 

There is, doubtless, much more to be said, both from the 
theoretical and from the practical point of view, on the question 
of remedies. The conclusions suggested above are put forward 
only tentatively as assisting towards theoretical examination of 
the problem. It is evident, for instance, that the bargaining 
between the various licensed trusts would be a delicate matter. 
So long as there was only a shipownirig trust, it could be guided 
in its judgment as to placing of orders for building in advance of 
requirements by the method above suggested — he., weighing the 
probable loss of interest and depreciation against the price reduc- 
tions offered by the builders. If the latter also have a trust, 
however, and do not allow the excess of shipbuilding plant to force 
prices of construction to a low competitive level, the process of 
bargaining would present complexities. I submit, nevertheless, 
that if both trusts were controlled to the extent of not being 
allowed to make monopoly profits in the long run, they could 
adjust the productive processes so as to secure considerably greater 
regularity in the employment of labour, not only without increas- 
ing the waste from having idle capital, but with actual decrease 
of that waste. They would be at least free from the difficulty 
which compels competitive shipowners and shipbuilders to be 
wasteful. 

It has been recognised, of course, for long that competition 
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is in various myt msteSuL What has been here pointed out 
is only another mode in which it is so, another amongst the many 
points ^0 be considered in forming a judgment on the question 
whether the advantages outweigh the disadvantages. 

It may have been noticed that the year has been taken as 
a unit of time in the figures given on p. 359— and it Is not quite 
obvious that the argument is independent of the unit of time. 
I have spoken of durable goods as those which last ^or a ^eflgth 
of time such that a large stock exists — large in relation to' the 
quantity produced per annum. If T be the total stock in use of 
any commodity, and n the number of units of time which it lasts 
while in us5, the production required to maintain that stock is 
T/n units per unit of time, and, for any given value of T, the 
fraction T/n may be made'as small as we please by choosing a 
small unit of time. Of practically all goods it may be said that 
the stock existing at any moment is iarge in relation to the 
production per unit of time if the unit of time is small enough. 
It appears at first sight that the origin of the year as the unit is 
connected with the supposition that it is the length of the period 
of constructiem assumed. That, however, as pointed out in the 
footnote on p. 360, is not the case, and it does not appreciably 
matter for the purpose of the argument in this paper what is 
the period of construction. What does signify is that for durable 
goods^ such as ships, the rate of increase of population and wealth 
is such that the increase in the stock of shipping required in a 
unit of time is of a magnitude comparable with the production 
which wouhf be necessary to replace losses within that time. 
Taking any unit of time we like, let the demand for use of the 
stock T increase by T/rn per unit of time, m is dependent on 
the rate of growth of population and wealth, and is not very 
dissimilar for different kinds of staple goods, but is not uniform 
all through time for any of them. The characteristic of durable 
goods is that the ratio of T/m to T/n is large in proportion to 
the durability, for it is equal to n/m. 

The total production per unit of time is T/n + T/m. T/n 
is comparatively steady, but T/m varies irregularly. For non- 
durable goods, however, T/m is much smaller than T/n, and 
its variability is, therefore, comparatively unimportant. 

A few words may be added as to the influence of the “ period 
of gestation.’’ Suppose we have a product for which that period 
is five years, and which is consumed within one year. The pro- 
duction for 1905 must have been ordered in 1900, and that makes, 
of Course, a difficulty in forecasting the requirements accurately. 
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If an accurate forecast can be made,' the' orders can be placed so 
as to produce the right amount in 1905. - If, owing to irregularity 
in the growth of demand, that would mean placing orders in 
1900 for less than the full capacity of the producers, a concession 
in price may be offered, and the question would arise whether it 
would be worth while to anticipate some of the requirements 
Qf 1906 or 1907. There would be the same difficulty under com- 
jfclition as in the case of durable goods in having a margin to 
coVer contingencies and smoothing out the placing of orders. The 
difference is simply in the magnitude of the problem. There is 
no reason to suppose that placing orders so as just to meet the 
irregular growth of demand would involve any parficularly heavy 
fluctuations in production in tlie case of non-durable goods — only 
a few per cent, more or less in one year as compared with another. 

What is more important, however, in the case of goods having 
a long period of gestation is that failure to time the placing of 
orders exactly to suit demand would be increased. This would 
presumably involve the occurrence of greater discrepancies between 
supply and demand and greater fluctuations in prices than would 
occur otherwise, and possibly, though by no means certainly, that 
would lead fo irregularity in the placing of orders. It is to be 
observed, however, that the motive of self-interest would always 
be at work in the direction of checking that kind of irregularity. 
Those who were guided by good judgment and past experience 
would profit by refusing to be guided too much by the temporary 
price of the product, knowing that what would matter, in regard 
to orders placed now, would be the price ruling five years hence. 
There is, therefore, a radical difference between the causes of 
irregularity in production arising in this way, and those affecting 
the production of durable goods, because in the latter case sound 
judgment combined with self-interest does not make for regularity 
of production. 


C. P. Bickebdike 



A SEVENTEENTH-CENTURY LABOUR EXCHANGE, 


It is commonly said that the first general Labour Exchanges 
in this country were those established by Mi'. N. L. Cohen at 
Egharn in February, 1885, and by the Rev. W. Tozer at Ips.v'ich a 
few months later. Both of these institutions did useful pioneer 
work, and thus contributed to the modern development of Labour 
Exchanges. As a matter of history, however, it is clear that neither 
can claim to have been first in the field. They were both pre- 
ceded, more than two hundred and fifty years ago, by the “Office 
of Addresses and Encounters,” .set up by Henry Robinson “in 
Thread-needle-Street , over against the Castle Tavern, close to the 
Old Exchange, in LONDON.” 

Robinson was a man of some mark in the commercial life and 
the public controversies of his time. After an Oxford education 
(at St. John’s College), he went into business ; was a merchant in 
London ; claimed to control the Post Office, and subsequently 
tendered for ihe farm of the posts, inland and foreign; appeared 
in the public service as comptroller for the sale of King’s lands 
in 1053 ; and died probably in 1604, at the age of about 00. His 
comtnercial and official work, however, occu]>ied but a small part 
of his energies. According to his Ijife in the National Dielionary 
oj Biography, from which the foregoing details are taken, 
“Robinson’s literary activity was remarkable, both in quality and 
extent. He was, perhaps, the first Englishman to enunciate with 
clearness the principle of liberty of conscience ; he propounded 
elaborate schemes of legal reform, and his writings on trade are 
even now deserving of careful attention.” In addition to the 
pamphlet described below, and other works on economic subjects, 
his writings include many polemical tracts against religious or 
political doctrines advanced by William Prynne, schemes of legal 
and judicial reform, and a proposal for freeing the English captives 
in Algiers, while in the last year of his life he is found petitioning 
for a parent for quenching fire and preserving ships in war. 
Clearly he had the inventor’s brain, and one of his inventions — 
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irregular growth of demand would involve any parficularly heavy 
fluctuations in production in tlie case of non-durable goods — only 
a few per cent, more or less in one year as compared with another. 

What is more important, however, in the case of goods having 
a long period of gestation is that failure to time the placing of 
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presumably involve the occurrence of greater discrepancies between 
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Those who were guided by good judgment and past experience 
would profit by refusing to be guided too much by the temporary 
price of the product, knowing that what would matter, in regard 
to orders placed now, would be the price ruling five years hence. 
There is, therefore, a radical difference between the causes of 
irregularity in production arising in this way, and those affecting 
the production of durable goods, because in the latter case sound 
judgment combined with self-interest does not make for regularity 
of production. 
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extent. He was, perhaps, the first Englishman to enunciate with 
clearness the principle of liberty of conscience ; he propounded 
elaborate schemes of legal reform, and his writings on trade are 
even now deserving of careful attention.” In addition to the 
pamphlet described below, and other works on economic subjects, 
his writings include many polemical tracts against religious or 
political doctrines advanced by William Prynne, schemes of legal 
and judicial reform, and a proposal for freeing the English captives 
in Algiers, while in the last year of his life he is found petitioning 
for a patent for quenching fire and preserving ships in war. 
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tKe OflSce of Addresses and Encounters — is peculiarly worthy of 
notice at the present time. 

The establishment and objects of this institution were an- 
nounced by Robinson in a pamphlet, published in 1650 under a 
title which is sufficiently descriptive to be worth setting out in 
full:— 

The office of 
ADRESSES 
and 

ENCOUNTERS 

where all people of each Raiickc and Quality may receive direction 
and advice for the most cheap and speedy w^ay of attaining what- 
soever they can lawfully desire 

OR 

The only course for ^oor people to get speedy employment, and 
to keep others from approaching poverty, for want 

of EMPLOYjMENT 

To the multiplying of Trade, the advancement of Navigation, and 
establishing this famous City of LONDON in a n.ore plentifull and 
flourishing condition than ever, as is earnestly desired, and shall be 

diligently 

endeavoured by a Wel- 
-willcr of Hers — 

HENRY ROBINSON. 


As may be seen from this title, and as will appear again later, 
the Office of Addresses and Encounters was not confined to Labour 
Exchange work, which formed but one among a dozen or more 
of its functions. This item, however, receives predominant atten- 
tion in the pamphlet : — 

We find by Experience that multitudes of people, of all sorts, both 
Handicrafts, Artificers, manufactors, and others, are brought to 
poverty and beggei-y, because they doe not timely meet with any one 
to Set and continue them at Workc; And yet at the very same time, 
we likewise meete with multitudes of others, both merchants and 
shop-keepers of all callings, that cannot furnish their customers so 
cheape and speedily as were to be desired, because either they 
cannot presently get Work-folk, or else not at such cheap rates as 
to make a benefit thereof. 

Now if such as have occasion or desire to set poor people on 
work : and poor people that desire continually to be kept at work ; 
knew where to find one another at all times, they should never be 
necessitated to be idle; And being all week long set at work, they 
would earn more at a low rate, than in working 3. or 4. or 5. dayes 
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in a “weeke only, at a higher rate, and so might afford their work- 
manship cheaper unto the merchants and shop-keepers, and they 
unto their customers consequently, which would be the life of 
Trade. 

There is a very modern ring about this to anyone at all familiar 
with the literature of Labour Exchanges, either in this country 
or elsewhere. The last sentence in particular, as to the relative 
costliness of casual labour, anticipates almost verbally much 
twentieth-century argument. Eobinson, indeed, looked upon the 
organisation of the labour market, as of all other markets, mainly 
as a mode of adding to the efficiency of industry and commerce, of 
increasing and cheapening production by reducing waste. 

He was, however, very far from being blind to other po:‘nts 
of view. He advocated Labour Exchange organisation in the 
interests of the workman also, and as a means of preventing 
destitution : — • 

The only way to prevent the multiplying of poor people is 
forthwith to give all opportunities, and hnprove all Advantages, 
that may he, unto all manner of people, to relieve themselves 
by their own labour and industry, without loss of time, or expence 
of money; the rather in that wee finde a great cause of beating 
down the price of poore men’s labour, is, because such poore people 
are not acquainted with other people’s wants besides their own; 
they have hitherto had no means to come to the speedy knowledge 
of such persons as stand as much in neede of poore men’s labours, 
as the poor people do of rich men’s moneyes; and therefore the 
poore men’s seeking is rather a begging than a bargaining for em- 
ployment ; which rich men take advantage of, to the daily more 
and more undervaluing poore men’s paines, and labours. But 
when the rich, as well as the poore men’s occasions, and neces- 
sities, are equally knowne to one another, the poor will he able 
to treat with more reputation, and get more indiherent and advan- 
tagious prices, both for their worke-manship and labour. 

There is here a striking recognition of the fact that the unor- 
ganised search for employment — the hawking of labour from door 
to door — not only wastes the workman’s time and strength, but 
puts him at an economic disadvantage, and lowers wages, because 
it prevents the good wages that some employers would be willing 
to offer from being brought into direct competition with the lower 
w’ages offered by others. Nothing, again, could well be more 
modern than the phrase as to a begging and a bargaining for 
employment. 

Eobinson proceeds accordingly to announce the establishment 
of the Office of Addresses and Encounters in Threadneedle Street, 
No. 95. — VOL. XXIV. 0 c 
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and to invite workpeople who now ‘‘ spend much time in running 
up and down, from one place to another to seeke employment, 
and sell their worke,’* to come in lieu thereof to the office. They 
shall then “either be directed forthwith to one that wants such 
Artificers, maniif actors. Labourers, and others, or their worke- 
manship ; or if they but leave their names, with the place of their 
abode, what employment they desire, and upon what termes, in 
a Ticket at this Office, so soon as their turne comes they shall 
have notice of it ; and till then they may keep at home, and employ 
themselves in such manner, as may be most to their own benefit 
and improvement.” 

It is tempting to see in the last word here hn anticipation of 
the doctrine of the Minority Ileport of the I\)or Law Commission, 
that periods of unemployment should be used to “improve” the 
workman, by physical and mental training. But that was probably 
beyond the vision even of Henry Robinson. It is more pertinent 
to point out that the particulars required by him to be entered 
on the “Ticket” are much the same as those required for registra- 
tion under the Labour Exchanges Act, 1909, except that they do 
not include age or last employment, and do iri’clude the terms of 
work desired by the applicant. The last point is one that was 
omitted in framing the Labour Exchange Regulation, only after 
a good deal of consideration » and is included at some German 
Exchanges. 

The Office was to be open every day — except the Lord’s day — 
from eight in the morning till noon, and again from two in the 
afternoon till six. E\)r “the l\)ore” its services w^ere gratuitous. 
All others were to pay “six jHmce a time, or entry, so often as 
their turn is served.” 

As has been stated above, the Office was far more than a mere 
Labour Exchange. Out of twenty-two separate paragraphs 
setting out its various functions, three only are concerned wdth 
the bringing together of would-be employers and employees. 
These are as follows : — 

0. To entertaine, or to be entertained. Professors of the 
Liberall Sciences, and Langua^s, Chaplains, Tutors, School- 
masters, Gentlernen-Ushers, Stewards, Butlers, Cookes, Barbers, 
Serving-men, or as Factors, Agents, or as Journeymen of any 
manner of occupations. 

7. To entertaine, or to be entertained, Waiting Gentlewomen, 
School-mistresses, Nurse-keepers, Nurses, Chamber-maids, Darie- 
maids, Cooke-maids, or for any other kind of lawful services. 
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12. To employ or be employed as Captains, Masters of Ships, 
masters' mates, Factors, Pursers, Boatswains, Surgeons, Gunners, 
Cookes, Pilots or common marriners. 

It will be seen that on the Labour Exchange side the activities 
of the Office were by no means limited to providing manual work- 
men, and, further, that it dealt also with two large cLsses — 
indoor domestic si^rvants and seamen — with whicli the modern 
Labour Exchanges in the United Kingdom do not deal. 

The remaining nineteen paragraphs enumerating the activities 
of the Office show it as a mart or registration centre, intended 
to bring persons together for every sort of common purpose. The 
purposes enumeu'ated include all manner of buying and selling, of 
borrowing and lending, of leasing and hiring, of chartoring ships 
and of Stock Exchange transactions. The Office was to be also 
a second-hand clothes mart ; a charity organisation society ; a 
tourist and travel I’egister ; a lost property office ; a matrimonial 
agency ; and an emigration bureau. Some of these items of work 
are wort.li setting out in Robinson's own words : — 

11 . To bee sent^ or send others abroad, into any of our Planta- 
tions. 

* >lJ * 

17. Here, whosoever desires to travell, or make a Journey, 
may give in his name before hand, -md have notice what other 
company tliere is, for any of the Principall Eoades, or Townes, of 
England, or any Forrcign parts. 

* * 

• 

19. Here may resort such poore people as desire reliefc, and 
to know what meanes and Legacies are given to pious uses; and 
such as W’ood willingly meet with fit objects of their charity 
and Bounty. 

20. Such as desire to dispose of themselves or friends in mar- 
riage, may here likewise be informed, what encounters there are 
to be had, both of Persons and Portions. 

As regards the last paragraph, it may be noted that the opening 
of a matrimonial agency was part of the “Darkest England” 
scheme of social reform as originally framed by General Booth 
for the Salvation Army. 

Even these twenty-two paragraphs did not exhaust all the 
possible uses of the Office. P'urther suggestions were invited : — 

In brief, the use of this Register may extend as far as humane 
necessity, which is little lesso than infinite ; and therefore, 

If any person, sollicitous of publique good, shall suggest anything 
else, which this Office maj^ particularly undertake, either for relief 

c c 2 
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of the Poore, or accommodation of the Eich, it shall be gladly enter- 
tained, and the Propounder reckoned amongst the Benefactors of 
this Office. 

Eobinson had no mean opinion of his invention. He looked 
upon it as one of the greatest of social reforms. The spectacle 
of a nation without an Office of Addresses and Encounters roused 
him to pitying indignation : — 

Oh the stupidity of this Nation, if not of Man-kind, that 
boastes itself to be constituted an absolute Tyrant over the whole 
creation: certainly it must be notoriously degenerated, if not be- 
sotted, that is become so unable to help it self : The very bruit 
beasts apprehend bett('r their own Advantages* and are more 
dexterous at the practice of them. 

The situation, liowever, is not without hope : — 

Now that Man-kind, might no longer be thought constituted, 
in a more unhaj)py condition, than tht^ Irrational and Bruitish 
Creatures, after a iie^olution of so many Ages and thousands of 
3'eares; It liath pleased Clod, in these later times to make some 
men Instruments of very great discoveries, whereby the state of 
man-kind hath already, and may l)e much more meliorated; 
Amongst which, the Invention of an Office, or llegister of Ad- 
dresses and Encounters, will not be found one of the least. 

So, in 1650, over against tlie Castle Tavern in Threadneedle 
Street, the OHice of Addresses and Encounters — the first Labour 
Exchange — opened its doors to the public. How long it continued 
open I have been unable to discovei . ddiose wtfre troublous times. 
But at least Henry Tlobinson deserves the creidit of having seen 
at a comparatively early datt^ the importance of organised means 
of communication in commercial and industrial life, and of having 
anticij)ated by two and a lialf centuries some of tlie ideas and 
discoveries of the last twenty years. 


W. H. Beveridge 



FLUCTUATIONS IN THE WOOLI.EN AND WOESTED 
INDUSTEIES OF THE WEST ELDING. 

For some time past inquiry has been proceeding as to the 
various conditions influenOng the personnel of the v'oollen and 
worsted industries of the West Biding of Yorkshire. This has 
already shown beyond doubt that tliere is abundant scope both 
as regards matter and method.* The English manufacture of 
worsted yarns and cloth is practically concentrated in the south- 
western portions of the West Biding; this is also largely the case 
with the woollen industry, particularly heavy woollens and mix- 
tures, allowing, of course, for the fine woollen cloths of the 
Stroud district, the flannels of West and Central Wales, of 
Scotch and Irish rural areas, and of the Eoclidale district, and 
the tweeds of Scotland. 

The scope for inquiry in these industries of the West Biding is 
obviously ample; for within the comparatively small portion of 
the West Biding serving a world-wide market there have become 
evident some of the most pressing and typical of modem industrial 
developments, with their attendant economic and social problems. 

Some of these arc as follows The difficult question as to 
the relative earnings of males and females on similar, if not 
identical, v/ork ; the earnings and hours of juveniles ; the need for, 
and effect of, the application of the Trade Boards Act ; the com- 
plicated problems of the rapidly developing wholesale clothing 
manufacture ; the employment of married women and half-timers ; 

^ The inquiry has been carried out under the auspices of the Departments of 
Economics and Textile Industry at the Huddersfield Technioal College, by a 
Research Seminar comprising ex-members of a W. E. A. Tutorial Class, workers 
engaged in the trades of the district, and some advanced students of the depart- 
ments concerned. The •personnel of the Seminar has proved to bo well suited for 
undertaking such inquiry ; it suggests a method that might bo of much use for 
social and economic investigation. The Research Seminar would also appear a 
means of solving the problem of the Tutorial Class— and after. For an increasing 
number of ex-members are often anxious to find means of retaining old associations 
and of using the knowledge gained for practical purposes quite apart from its value 
as an end in itself. 
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the peculiar difficulty of organising ' Trade Unions among the 
"general woollen and worsted operatives — outside specialised sec- 
tions like dyers, beamers, healders, overlookers, wool -sorters ; the 
formation of huge industrial combinations and large, independent, 
self-contained firms by the side of the strongly persisting small 
firm on an inde]>endent, dependent, or commission basis; the in- 
creasing specialisation of industrial function as between areas and 
organisations ; the possibilities of machinery in relation to labour 
for good or ill, and the problem of adjusting systems of payment 
by time or piece to new methods of production ; the attempts 
to apply co-partnership and co-operative methods to production ; 
the casual labour problems of the wool-combing industry ; and the 
fluctuations of employment with the general course of trade, and 
the particular conditions of an industry working a year or so in 
advance for a market difficult to gauge through its extent and 
complexity. 

It may be of interest to indicate here some general results of 
the inquiry into the last-mentioned problem. An essential”^ 
preliminary is to indicate some of the general economic features 
of the woollen and worsted industries of the West Hiding. 

In 1911 there were some 95,581 males and 127,148 females 
engaged in woollen and worsted manufacture in England and 
^Va^es (i.c., apart from hosiery and carpet workers, etc.). Of the 
females 99,642 were unmarried, 22,635 married, and 4,871 
widowed. The great majority, over two-thirds, of the total 
employees are engaged in the West J tiding, where these and 
allied trades are the staple sources ot employment. Of both 
male and female employees the majority are between 18 
and 30 years of age. The total number of employees has 
been decreasing of late, the females and wurkers 18 to 30 years 
of age remaining, however, in the majority. A satisfactory 
feature has been a continued decline in the number of half-timers, 
the majority of whom are now’ engaged in spinning in Halifax and 
Bradford. A large section of the female w^orkers are married, 
engaged in more or less regular work as weavers, combers, and 
spinners. Halifax is notoriously a large user of juvenile and 
female labour in these industries. Bfuddersfield district has the 
largest proportion of adult male and female w^eavers, and its 
standards of labour are highest. 

In order to interpret fully the course of trade fluctuations in 
the woollen and w^orsted industries, it is necessary to indicate the 
extreme specialisation that has arisen between the various areas and 
the sections and processes within them. Thus Huddersfield district 
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produces fancy woollen and worsted cloths of the best qualities ; 
the Colne and Holme Valleys produce low and medium priced 
tweeds for a world -wide market; Dewsbury, Batley, and Morley 
are centres for the “heavy woollen” production, a large amount 
of the raw materials being “pulled” from rags in the form of 
shoddy, mungo, etc. Dewsbury is the centre whither comes the 
world's rags. Bradford is the centre for wool-combing ana the 
spinning of worsted yarns for hosiery and weaving firms the world 
over ; it has also a large trade in the production of plain and fancy 
dress goods of variety and novelty, plain coatings for men, and 
fancy worsted cloths. In Halifax the staple is the spinning of 
worsted yarns dnd a fair production of plain coatings. Leeds has 
given up its broad-cloth trade for a wide range of general pro- 
ductions. Interesting specialisation is seen in the production of 
fustians, corduroys, livery cloth, waistcoatings, in particular areas. 

The total area covered by the indnstriei^ in the West Biding 
is comparatively small, from Wakefield on the east to Keighley 
^ on the west, Gniseley and Holmfirth being loughly the northern 
and southern limits. Just as cotton -spinning overlaps into some 
western cenires’of the West Biding,, so there is some woollen 
manufacture and a little worsted in Lancashire, mainly flannels 
and its variants, as at Bochdale, Saddleworth, and Greenfield. 

The woollen and worsted firms of the West Biding stand un- 
rivalled for “clothing the world’s multitudes with any kind of 
cloth at any price,” using as its raw materials wool, cotton, pulled 
rags, mohair, or “any fibre long enough to have two ends.” 

The internal organisation of the industries, both as between 
forms and processes, has an important bearing upon the course 
of trade within them. Great changes have taken place latterly, 
particularly in the worsteds. Formerly, both woollen and worsted 
mills were “self-contained” for all processes requisite, which 
condition prevails very considerably in woollen mills. But there 
is an increasing tendency towards specialisation, particularly in 
the manufacture of worsteds, in the manufacturing of yarns, cloths, 
dyeing, and finishing branches. Combinations such as the Bradford 
Dyers’ Association, The Woolcombers, Ltd., are significant, but 
there is the greatest variety in the size of the unit firms, in their or- 
ganisation of business, and in their processes. In woollen manufac- 
ture firms usually go through all processes or leave sorting, scour- 
ing, dyeing, and finishing to specialising firms ; in worsteds some 
of the larger firms go through, but as a rule sorting, scouring, and 
combing, spinning, and weaving, dyeing and finishing, represent 
three sectional processes taken over by groups of specialising 
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firms. There are, of course, several intermediate forms of group- 
ing, but the influence upon the course of trade within the unit 
firms is evident in the various cases. 

The foregoing indications of some economic features of these in- 
dustries make intelligible and possible some account of the 
general course of trade within them. The fluctuations of 
employment fall roughly into three classes, varying in origin 
and effects with the different areas and units of production and 
sections of employment indicated above. Exact statement is im- 
possible, but the following features may be taken as generally 
typical. 

(a) There is the regular cyclical fluctuation of trade within 
the industries from boom to depression, which is said to be felt 
very distinctly. Tims the close of 1913 opened a jx^riod of some 
temporary depression following about half-a-dozen years of greatest 
prosperity. Apart frohi the general causes governing the course 
of trade in this respect, special causes have been operative in 
the woollen and worsted industries. Thus tl)e recent reduction of 
the American tariffs has given some impetus to their trade, 
particularly in the Huddersfield district, whereas the McKinley 
tariff, by closing up many lucrative markets, inaugurated a con- 
siderable depression. The Boer, Eusso-Japanese, and Balkan 
wars^ with their s|>ecial demandvS lor military clothing ; the 
“hobble” skirt, with its reduced amount of dress fabric; new 
popular lines such as “reversible blanket coots,” and garberdines ; 
the growing preference for cheaper suils replaced^ frequently, in- 
stead of expensive suits to wear long : the volume of tropical orders ; 
the prevailing fashions, are spoken of as factors influencing the 
general course of trade. It is also asserted that the course of wool 
prices can exercise important influence on the current volume of 
manufacturing o}>erations at different times. 

(b) The seasonal fluctuations comprise a second class, but it 
seems clear that their course may |)e modified like that of cyclical 
fluctuations in the case of particular firms by special factors. A 
boom period in trade may override considerably the normal course 
of seasonal fluctuation, particularly foi^ firms witli popular lines, 
just as general depression aggravates the falling-off in trade. A 
special class of fabrics hit upon happily by a firm’s designers may 
considerably modify seasonal fluctuation, and sometimes even 
cyclical depression. Subject to qualification as to the particular 
year and firm, the course of seasonal trade can usually be traced 
with considerable clearness, and especially in certain primary 
sections in times of depressed general trade. 
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In wool-sorting and wool-combing the fluctuations are partly 
seasonal and partly casual,! particularly the wool -combing in mills 
working on commission, when the amount of work coming along 
after the wool sales is often a doubtful quantity up to the last 
moment. The wool-sorters attached to manufacturing mills are 
said to work moie regularly than those in sheds specialising on 
wool-sortmg. The fact that supplies come from all parts of the 
world, the decline of careful sorting, and increase in the grading 
of wools before dispatch to England arc said to be narrowing the 
area over which the fluctuations are felt. 

The notoriously casual nature; of wool-coml>ing must be re- 
ferred to later, together with the difficidt conditions under which 
the work is carri^^'d on ; it has been a fruitful source of controversy 
in Bradford areas. The normal rates for the work do not provide 
a margin for provision against slack l ime as in the more organised 
and skilled trade of wool-sorting. There are sections such as the 
designing of fabrics, overlooking, padtern-weaving, the mill 
mechanics, master dyers, where a standing wage is the rule. 

In common with many trades, it is said that the finishing 
sertions of the trade tend to be steadier, in tliat they are often 
kept on busy after a slackening in the weaving sections, in order 
to overtake production of the looms. In winter bad light may 
make delicate work like that of the cloth-menders somewhat 
irregular. In most mills a period of slack trade in the winter 
months involves the arrangement of hours so that daylight may be 
utilised most fuljy and the cost of artificial light kept down. 

The differences between the organisation of firms in the 
worsted trade, as compared with those making woollens, really 
account for some important differences in the course of trade 
fluctuation in the spinning of worsteds, as compared with that 
of woollens. Since most woollen firms spin their own yarns, the 
course of employment in their wool-spinning sections follows that 
of weaving almost directly, for the latter determines the main 
demand for yams apart from those sold for other uses, as for 
hosiery firms, export, etc. Worsted spinning runs somewhat less 
directly than woollen, according to the course of weaving opera- 
tions, for considerable quantities of worsted yarns are produced for 
other use, as hosiery, export, and stock in some staple cases, or 
by advance contracts for subsequent deliveries. Where weaving 
firms buy their yams, the incidence of unfavourable fluctuation 
comes first upon firms making yarns on commission or for open 
market. Worsted weaving firms that can produce most or part 
of their yarns cut off outside supply and meet the reduced demand 
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from their own spindles. Hence the incidence of fluctuation in 
this section will be considerably determined by the organisation 
of processes among the unit firms indicated earlier. 

The activity of the weaving sections depends, in turn, on the 
demand for cloths. Eeviewed broadly (as must needs be the case 
in view of endless variety of conditions as between particular 
firms), the general run of business in the weaving sections is said 
to be as follows, allowing, of course, for the modifying influence 
of cyclical trade, a run of good designs, and conditions in par- 
ticular firms or years. From about the end of August until 
December patterns are being prepared for the winter of the next 
year, and ranges of cloth got ready for sending ouf to merchants 
and traders. When a firm l\as few repeat orders to weave off on 
designs sent out earlier, pattern-w^eaving often fills a gap which 
may occur in the regular trade and take over some slack powder- 
loom w’eavers. With fhe opening up of the year comes the weav- 
ing of repeat orders for spring goods, the earlier orders for winter 
of the current year developing wdith March and the ‘‘intermediate ’’ 
trade for tropical orders. Then comes preparation of patterns for 
spring and summer of the next year, and up to July general 
orders and wdnter repeats are deolt with. The dislocation of the 
pattern cha'^nging periods, July-August and December- January, 
is said to produce a slackening, especially in lean years. Spring 
pieces and patterns for the next wdnter are put through the looms, 
and a slack period sets in with the end of the year. 

Generalisation on the above is veiy treacherous, because the 
conditions of firms, years, and areas may vary considerably; but 
the tendency towdards seasonal fluctuations is more or less regular 
all round, especially in lean years and wdfiere products are much 
influenced by social convention and climatic conditions. Thus it 
is said that a mild winter show^s itself in slackness in the produc- 
tion of overcoatings, for the merchants arc not placing orders to 
replenish tlieir stocks. The merchants, wdith their important and 
strongly established functions, represent the medium through 
which the influence of social, climatic, and general market con- 
ditions are transferred to the producing#sections, and quickly, too, 
in view of the ];>eculiar and interesting fact that the latter work 
is so far in advance of the market sales. By their interpretation 
of conditions, forecasts, discounting of possibilities, arranging of 
orders, the merchants probably break the incidence of seasonal 
fluctuation considerably to the gain of producers in the long run. 
This is a peculiar feature of the industries. 

(c) A third set of fluctuations may be classed as more strictly 
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of a “casuar* character. It has been seen already that in com- 
mission wool-combing slackness, sometimes perhaps in commission 
wool-sorting also, may belong to this third class in some respects, 
although grouped above as arising partly from the seasonal flow 
of work according to the wool clips and sales; that is, from the 
point of view of origin, rather than nature and effects. Over- 
lapping in all three classifications is clearly inevitable. The course 
of employment in wool-combing may at times be extremely casual, 
the combers not knowing the chances of work until they come to 
the sheds. There are slack periods for weavers and those 
fitting looms between jobs or orders, occurring at diffe^yent times, 
which are casual, or rather, peinaps occasional in nature. It 
seems probable that, especially in lean years, there is a good 
deal of stoppage of this character passing unnoticed or difficult to 
gauge. Although not '‘unemployed,’’ this ottcasional "playing” 
of the operative may often have considerable effect upon the 
average of earnings. 

Accurate estimates of the volume of thc^ fluctuations of any kind 
are practically impossible, owing to the absence of satisfactory 
returns and the difficulty of obtaining them in view of the lack 
of trade organisations. It is said that (hreo to four nights a 
week may be the average for a night comber,’ and that commission 
wool sorting may give a couple of months slack time each year. 
The more regular finishing sections probably make the full year, 
save for a few weeks slack time. Instances have been given of 
short time in sojrne firms for many months on end in the manufac- 
turing sections when trade is lean. 

In most sections short time is the method of working off the 
fluctuation, but in bad trade workers may be stopped. ])ismissal 
is, however, avoided by the firms in most cases, especially with 
good operatives, who are valuable assets. The old associations, 
almost "patriarchal relations,” existing between many woollen and 
worsted firms and their employees always throw the balance in 
favour of short time. During the wonderful prosperity of these 
industries for the last five years or so, up to the close of 1913, 
there has been a remarkable absence of slack work, save for a few 
weeks between the seasons or at changing of patterns. Of course, 
the stoppages for the "feasts” or wakes are normal incidents; 
but in several districts an effort is being made to arrange them as 
a systematic general holiday, so as to avoid irregular stoppage 
and dislocation. 

Except with the higher classes of fabrics, night work is usually 
1 Cf. The Woollen and Worsted Industries (Clapham), pp. 192-3. 
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the resource in busy periods, females being sometimes utilised to 
take the place of males drafted to night work at extra rates. In 
wool-combing it is the regular thing for males to run the night 
shift and females the day shift. There seems to be a considerable 
“reserve’’ of female workers among married women formerly en- 
gaged in mills, and other females ready to increase their spending 
power. In the heavy and fancy woollens districts, as at Dew^s- 
bury, Batley, and the Colne Valley, night work becomes a regular 
feature in busy times, the illuminated factories presenting a 
fascinating sight at night-time. Eeversion to the day shift alone is 
taken as an indication of slackness coming along. This comes first 
on the night workers, then tlie “reserves” go, and finally there is 
short time for the best and regular hands. In some of the better 
organised sections, such as worsted weavers, healders, and twdsters, 
the employees often arrange among themselves to “play” for 
a day or more in turn in order to wnrk off a slack period. In 
spinning, the females and juvenile workers seem to bear the brunt 
of slack times. General unskilled workers about ihe mills pass 
between the mills and general labour, according to the state 
of trade. 

Unfortunately, the general operatives are not well organised, 
apart from special sections such as wool-sorters, overlookers, dye- 
house wnrkers, healders, and twisters, so that existing statistics 
cannot afford any satisfactory estimates exactly indicating the posi- 
tion. The average rates of earning are not high,’^ and are only 
slowly tending upw^ards. With a low pro}K)rtion of x>i6cework, 
nearly 28 per cent, less than the 65 per cent, of tlie cotton industry, 
the course of employment has an im|X)rtant influence upon the 
average earnings of the operatives. It is certainly a most signifi- 
cant tribute to the traditional thrift and steadiness of the West 
Eiding operatives that such a high standard of life and work is 
maintained, and the incidence of wdiatevcr fluctuations that may 
occur borne and passed on so smoothly. 

8. Brierley 
G. E. Carter 

’ Cf. tables prepared by the U.S. Tariff Boafd for 1011-12 and published by 
them. 



EURAL FACTORIES IN WALES. 


In the Welsh flannel trade we ha^^e an instance of an industry 
which, durinj^ the course of a century, has advanced from the 
domestic form through the various intermediate pnases to large- 
scale manufacture, and having achieved but scant success in the 
latter stage has returned to a more modest scale of production, 
which harmonises with local needs and ^circumstances, and is 
attended with a measure of prosperity a:dlicient to justify not 
only its continuance, but even its extension. 

At the close of the eighteenth century practically all Welsh 
flannel was made in the farm-houses and cottages dotted over 
the hill-sides of Central Wales. The wool was grown in the 
neighbourhood, spun by women and children on a primitive wheel, 
and woven on an antiquated loom in a lean-to outhouse. After 
the piece had been scoured in one of the many fulling-mills, it 
was tentered in a neighbouring rack-field, and then carried on 
horseback to Welshpool market ; unless the weaver wished to 
deal directly with the consumer, in which case he crossed the 
English border and hawked it from house to house and village to 
village until it was all disposed of. 

Early in the nineteenth century si)inning and carding by 
water-pewer became general, and the increased output of yarn 
was followed by a corresponding increase in the number of looms 
employed. Weavers, who still worked by hand, were now con- 
gregated in factories capable of accommodating from five to fifty 
looms. Although there was scarcely a considerable stream in 
Montgomeryshire or Merioneth on which no factory was to be 
found, the majority of them were aggregated in the little towns 
in the valleys of the Severn and the Dee. 

In 1832 the flannel-market was removed from Welshpool to 
Newtown, which now became the recognised centre of the in- 
dustry. About the year 1850, power looms were introduced and 
large factories began to take the places of the smaller ones, while 
the small masters were ousted by mill-owners. Meanwhile the 
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market was losing its importance, and in the early ’eighties it 
was discontinued. 

Under the new conditions the industry was organised on the 
same lines as in the North of England ; with modern machinery 
and a detailed sub-division of processes. The Welsh mills com- 
peted with"4he English at every ix)int ; in the purchase of raw 
materials, in the sale of their products, and in the hiring of their 
work}>eople, many of whom were brought into the Principality 
from outside. Such local advantages as may have existed in the 
shape of water-power, native wool, or 2 :^articular markets were 
not taken advantage of, and a succession of disasters during the 
last quarter of the nineteenth century has taught the Welsh 
manufacturers that if they wish to retain any portion of the trade 
it must be carried on along the lines adapted to the conditions 
of the locality. 

Tw(‘nty-live years ‘‘ago th(‘- English and foreign consumers of 
Welsh flannel were HU])j>lied almost exclusively by Newtown, 
Ijianidloes, Llangollen, and Holywell. At present the manu- 
facture in these towns has sunk to insignificant dimensions ; 
partly on account of the closing of mills, partly because it has 
been .found more j)rofita.ble to }>roduce other woollen goods — 
tweeds, blankets, and quilts. 

The Welsh flannel iudiistry, however, is by no means ex- 
tinct. It is still carried on in the counties of Carnarvon, 
Merioneth, Cardigan, and Carjnarthen, and in the neighbourhood 
of Swansea. In the valleys of the Teify and tlie Towey, where 
the nianufacturcra are energetic and enterprising, the trade is 
particularly active and prosperous. 

This woollen industry of South Wales is of quite modern 
development. At the beginning of the nineteenth century there 
was no weaving there ^ and the only spinning carried on was that 
of stocking yarn. When carding and spinning mills were intro- 
duced, this yarn was produced in large quantities, and the 
women of the district became very expert knitters. The stockings 
they made w^ere carried by pedlars to the colliery districts of 
Glamorgan and Monmouth, where they found a ready market. 

A plentiful supply of yarn attracted weavers, either from 
other districts or other occupations. These bought the yarn from 
the spinning mills and carried on weaving in their own cottages. 

When jx)wer-weaving was introduced, water waife used for 
working the looms, for the accommodation of which it was found 
necessary to enlarge many of the existing mills and to erect new 
ones. Dr. 3. H. Clapham, writing in 1907, tells us that in the 
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four counties of Cardigan, Pembroke, Carmarthen, and Glam- 
organ, there were in 1904 one hundred and six mills which did 
nothing but spin. He gives this as a reason for supix)sing that 
there must still exist a great deal of domestic w^eaving in this 
part of Wales. We have, however, been able to discover only 
one factory, and^that a very small one, wdiere no weaving is 
carried on. A few hand weavers are still to be found w^io obtain 
their yarn from the mills, but the work done in this way is at 
present insignificant. 

The use of water power for weaving has been attended with 
greater success in South Wales than in Montgomeryshire. The 
mills are rarely to be found on the rivers, but rather on the side 
streams. The fall of the water in these is considerable, and so 
the use of “overshot” or “breast” wheels is general. Such 
wheels can be more easily regulated than the undershot wheels, 
which are the only ones possible on a slo\Nfly-running stream. 

The organisation of what for shortness we may call the country 
trade is very different from that which ruled the industry in 
Newtown and the other manufacturing towns of North Wales. 
Instead of being aggregated in groups in a small town, the mills 
are situated on the outskirts of a village or in a secluded glen 
a mile or two distant. A typical country mill is to be found in 
a wooded hollow^ beside a stream ten or twelve feet wide. A 
short distance up this stream a weir is built across it to divert 
the water along a channel w^hich leads it to the wheel. The 
building is squarely built of stone; contains three storeys, and 
is capable of housing half-a-dozen looms with the re({uisite spin- 
ning and carding machinery. It has a clean appearance, and 
there is no tall chimney or unsightly heap of coal and cinders. 
On a neighbouring slope wdth a southern aspect a number of 
wooden frames are erected, along which the products of the looms 
are tentered to be dried by the sun and wind. Closely adjoining, 
or attached to the mill, is the dwejling of the owner; while at 
varying distances along the sides of the lane stand the white- 
washed cottages of the workpeople. The owner usually occupies 
a few acres of land on which he raises vegetables and dairy pro- 
duce. Here he also grazes a pony which he keeps for the purpose 
of conveying his flannels to the railway station or the neigh- 
bouring fairs. 

The smaiiler mills have the advantage of the personal super- 
vision and labour of their owners, and even when they have been 
extended so as to employ a large number of bands, the interest 
taken by those who have supplied the capital is in no way 
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diminished. Although the water supply is here more steady than 
in most districts, irregularities are bound to occur ; so the more 
enterprising manufacturers have recently introduced oil-driven 
engines for the smaller mills and electric mototrs for the larger. 
Steam is rarely, if ever, employed, as the distance over which 
coal has tQ be conveyed, though not very gr^t, is sufficient to 
make its expensive. 

The methods adopted by the manufacturers of South Wales 
for the disposal of their goods is 2>erhapa the most characteristic 
feature of the industry in this district, ’i'hey do not enter into 
direct Competition with the large-scale manufacturers of York- 
shire, but cater for a special market nearer hoipe, and by so doing 
have ensured for themselves a steady trade. The coal and iron 
districts of South Wales contain a* large and prosperous industrial 
f>opulation engaged in occupations necessitating the wearing of 
undergarments capalde of enduring unlimited washing. The 
manufacturers not only produ(*e the required article, but by 
personally attending the markets and fairs hold periodically in 
the j)rincipal towns of th(‘ district, take it almost to the doors of 
their customers. 

In many of these towns a portion of the 2 )ublic market-hall 
is set aside for the use of flaniud manufacturers, who rent stalls 
whereon they i)oriodically expose their wares for sale. In other 
cases they erect booths in the market places; while many of the 
smaller manufacturers vend tlaur goods from covered carts in 
wliich they convey them to the various markets and fairs of the 
neighbourhood. 

The practice of making up flannels and allied fabrics into 
garments at, or in connection with, the. factories is another feature 
of tlie Welsh woollen industry deserving of potice. In the Teify 
district much of the produc^e of the mills is disposed of in this 
manner, and the i>ractice is growing. In a small town near 
Cardigan a com2>any has recently been formed with the object of 
making clothing from materials obtained from the local mills, 
in many of which the members are interested. About thirty 
persQpiT^ are employed, and the business is prosj^erous and 
increasing. 

AU^ough the existing trade in Carnarvon and Merioneth is 
not feo important as that in South-west Wales, it must not be 
overlooked. i 

The text-books of the present day continue to inform their 
readers that Dolgelly is still one of the centres of the Welsh 
flannel industry. Investigation on the spot, however, served to 
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show this to be a complete mistake. The woollen industry of 
that town is confined to one water mil], bearing the imposing 
name of Factory Fawr” (The Great Factory). The owner is 
the only person Employed, and his time is not wholly taken up 
in the business. Within a radius of ten miles no oth^r weaver^ 
is to be found, a!nd lie woollen trade in Merioneth is to-day 
represented by five or six small mills, employing in all about 
two dozen personr, one half of whom are engaged in a prosfverous 
little business in Bala.'" 

The industry in Carnarvonshire is represented by eiglit or 
nine mills, employing altogether about a hundred hands. These 
mills vary considerably in size the smallest giving work to five, 
and the largest to just under thirty operatives. The motive power 
is water, and as the siip}>ly is constant and the current strong, 
there is little interruption of the work through the machinery 
standing idle. Hand-loom weaving is practically extinct, 
although twenty years ago a fair amount was done. 

l^he organisation of the trade is similar to that in Soiitlj Wales, 
but the stimulus given i}i the latter case by the neighbourhood 
of a large coal and iron district is wanting in the case of Car- 
narvonshire. To a certain extent it is supplied by tlie slate 
(juarries for which the district is famous, ami the better class of 
workmen are good customers to the manufacturers. Several of 
tlie manufacturers attend local markets and dispose of their goods 
directly to their customers ; while many of them have a shop 
connected with their mill or their dwelling, where tlieir goods 
are retailed to the people of the neighbourhood. 

The practice of the Welsh farmers of luiving some of their 
own wool spun and woven in the local mills for tlieir own use 
has prevailed in many parts of Wales since the days of domestic 
weaving. J)uring the last few years this practice has undergone 
a modification. The farmer takes, as formerly, so many jx)unds 
of wool to the manufacturer ; but instead of having them spun 
and woven into so many yards of flannel or cloth, he is shown 
a number of patterns from which he makes a selection T^e 
manufacturer places the wool with the rest of liis stock anc^cutss 
off and hands to the farmer the required amount of cloth ,irom> 

/• 11 1 ji • 

a lull-length piece. '• 

On the whole, we may say that the Welsh flannel trade gives 
employment to a much smaller number of t>ersons than it did 
thirty years ago. Under the existing organisation there appears 
little prospect of any considerable revival of the industry. Still 
it would be a mistake to suppose that the small manufactories 
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of the Principality are relics of a decaying indusky, \^aifmg their 
'time to drop out of existence. They are all paying concipms, and 
many of them have recently been extended and filted u|> with 
modern appliances. 

As the tendency of present-day produc^iion is more and more 
in the direction of centralisation, it is both interesting and in- 
structive to try to ascertain what are the s|>ecial circumstances 
which permit small manufactories to exist and thrive in out-of- 
the-way places in Wales. '' * 

The first circumstance that occurs to one’s mind is the cheap- 
ness of the power by which the machinery in these small mills 
is driven. When a sufficient and regular supply of falling water 
is at hand, the saving is equal to ijie cost of the coal which would 
be required were steam-power used. 

The next consideration is the cheapness of labour in country 
places as compared with large towns. The lower cost of living, 
and the saving of time and money resulting from the possibility 
of living near the place of employment, combine to compensate 
for the lower cash payments. 

Greater than the saving in wages and the saving in the cost 
of power is the economy which, under favourable circumstances, 
small producers experience in the department of marketing. In 
this respect the country manufachirers of Wales, particularly of 
South Wales, are advantageously situated. They cater for a 
special market, which they find suffiffiently near to their doors 
to attend to personally. 

The cost of marketing manufactured goods is so great in pro- 
portion to the total cost, that its realisation is usually accompanied 
by an outburst of indignation on the part of the consumer. The 
blame is usually attributed to that somewhat indefinite class 
known as middlemen, whose services are often looked upon as 
unnecessary. But if the middleman were removed, the expenses 
of marketing would remain, and a little reflection will show that 
in the days when middlemen were unknown, and when the maker 
dealt directly with the consumer, the cost of marketing was no 
less than at present. The independent hand-loom weaver often 
spent the whole of the summer in a journey round the country, 
hawking those flannels which he was unable to dispose of in the 
vicinity of his home. Actual manufacturing occupied his time 
for nine months of the year, and marketing three months. The 
price of the article had to be such as compensated him for twelve 
months’ labour ; hence the cost of marketing was equal to one- 
third of the labour cost of manufacturing. 
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Mod^:iMirapers reckon to make a profit of 25 per cent, on their 
turnover, arid to :this must be added cost of carriage, salaries of 
commercial travellers, commissions of agents, and payments for 
advertisements, in order to estimate the total cost of marketing. 
The whole of this cost is not saved by the small manufacturer who^* 
disposes of his goods in the industrial centres of South Wales ; 
but much of it undoubtedly is. His main item of expenditure is 
the time occupied in attending the various markets and fairs. 
Let us suppose that h^ attends a market once a fortnight, and 
that he is absent for this purpose forty days in the year. The 
proportion of his time taken up in marketing is thus about 12 per 
cent. ; but as there are six persons engaged in the mill, the loss 
of time shared among all the producers is only 2 per cenc. Thera 
are, of course, expenses of carriage, market dues, etc., to be taken 
into account, but the sum total is never very great. 

The part played by sewing factories in promoting direct mar- 
keting has already been noticed, and the possibilities of saving 
to be expected from a further development of this branch of the 
trade may be estimated by comparing the pi ices in these factories 
with those in retail shops. By purchasing directly at the sewing 
factory, a shirt of pure Welsh flannel can be obtained for 4^, 6d, ; 
the same garment exposed for sale in the shop windows of neigh- 
bouring seaside resorts is priced at 6$. 6d. The difference in 
price seems unreasonable, but it is probably no more than sufficient 
to make shopkeeping a paying business. 

A hundred years ago country manufacturers sold the greater 
part of their goods to the inhabitants of the districts where they 
carriid on their operations. Much business of this kind continued 
to be done in the hilly districts up to thirty years ago, when the 
introduction of cheap substitutes seriously interfered with it. As 
we have seen, some business is still done in this manner, and 
during recent years its scope has been widening. Among the 
members of the community many people are to be found who are 
more concerned in obtaining a durable article than in following 
the vagaries of fashion. For such people “homespun** tas a 
particular fascination, and under modern conditions they have 
little difficulty in dealing directly with the manufacturer, even 
though his mill may be hundreds of miles away. The increased 
facilities for communication granted by the Post Office in the 
delivery of letters in remote country districts, the conveyance of 
parcels, the cheapening of telegrams, and the extension of the 
telephone system, have made it almost as easy to deal with the 
distant manufacturer as with the local shopkeeper. 

Few, if any, of the mills at present suffer from a lack of cus- 
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tomers, and there is a temptation to supply them with imported 
goods of an inferior quality. Among the Welsh manufacturers 
of the present generation there appears to be no sign of yielding 
to this temptation. Doubtless in the majority of cases the sense 
'of right is a sufficient restraint, and in other cases the remem- 
brance of the havoc done to the trade by this species of dishonesty 
thirty or forty years ago prohibits its reintroduction. The owner 
of a mill with a large output, who looks td making a fortune in a 
few years, may deceive the public long enough to achieve his 
purpose ; but the small millowner whose object is to obtain a 
steady livelihood, and who relies upon the steady goodwill of the 
same set of customers, cannot deviate from the paths of integrity 
without suffering the consequences of his wrong-doing. 

J. Swain 



SUGGESTIONe FOE AN INQUIEY INTO INDUSTEIAL 

FATIGUE. 

Section F of the British Association appointed last year a 
Committee to* inquire into the probleni of Industrial Fatigue. 
The object of this article is to invite co-operation from those 
who may be in a jx^sition to collect data relevant to this question, 
and to suggest certain directions of research whicii may prove 
fruitful. 

In res]>ect of many conditions of industrial v ork we are, or 
have been until recently, f)rofoiindly ignorant as to their real 
nature and their effects, and this remark is pre-eminently true of 
the most universal phenomenon in industry — Industrial Fatigue. 
Tlie existing chaos of legislative regulation of hours of work is 
hopelessly inconsistent in its inclusion or exclusion of adult males, 
in its distinctions between mines, textile and non-textile factories, 
laundries, men’s workshops, &c., and in its overlinie provisions; 
but more important than this inconsisteruw is the fact that the 
whole of the regulation is purely empirical in its origin, and, more- 
over, that any scientific judgment as to the suitability .pC 
any sj)ecific regulation is at the present moment impos- 
sible. The truth is that at present we have practically no 
scientifically ascertained and authentic knowledge as to the 
nature, causation, and effects of industrial fatigue; for though 
considerable work has been done on various aspects of fatigue, 
there has been no attempt to co-ordinate this knowledge and apply 
it to industry. Yet it is one of the “normal,” ever-present 
factors of industry, and the need for investigation is certainly 
not growing less with the increasing speed of machinery, the 
greater demands on intelligence and the consequently increasing 
nervous strain, the extension of piecework and premium bonus 
systems, and the development of “scientific management.” 

The most fundamental question is, of course, what precisely 
is the connotation of the term “fatigue.” This is primarily a 
question for the physiologist, who as yet has not been able to 
give a complete answer, Considerable study has been made of 
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muscular fatigue, and it has been demonstrated that such fatigue 
arises from the chemical transformation of the glycogen brought 
by the blood to the muscles into certain fatigue products of which 
the chief are sarcolactic acid, monopotassium phosphate, and 
carbon dioxide, and it is believed that the accumulation within 
the muscle of these substances is the cause of the tired feelings 
and incapacity to perform further work which we term fatigue. 
Washing out the muscle with a saline solution removes these 
substances and restores the efficiency of the muscle, and a similar 
result ensues in course of time in the normal muscle by the cir- 
culation of the blood which removes the fatigue products. But 
very little is known as to the length of time required for such 
removal or as to the necessary relation between periods of mus- 
cular activity and of (jiiiescence in order to secure equilibrium 
between generation and removal of the products. However, it 
is important to notihe that “fatigue’’ has a definite objective 
origin, and that the individual’s consciousness of feelings of 
“tiredness ” are quite unreliable indications of his conditions with 
respect to fatigue. This has been clearly established by the 
experimental psychologist, who has also shown definitely — what 
most of us would suspect to be the case — that continued effort 
at full capacity results ultimately in less and less output per unit 
of time, whilst the period required for recovery to normal efficiency 
rapidly increases. Another of his findings, that, as effort is 
continued, muscTilar co-ordination becomes less perfect, will be 
discussed later, but for the moment its significance lies in its im- 
plication that fatigue as it is ordinarily met with, especially in 
industry — general fatigue— is not fatigue of merely one muscle or 
even of one set of muscles, each of which is poisoning the blood- 
stream, but is also connected with the nervous system. But if our 
knowledge of muscular fatigue is vague and indefinite, that of 
general fatigue and its relation to the nervous system is infinitely 
more so. Not only are we ignorant of the nature of the phenomenon, 
but we are unable to say exactly what is the effect of over-fatigue 
upon the individual’s general physique and power of resistance 
to certain specific diseases, though the evidence is steadily in- 
creasing to show that there is such a connection. Perhaps, from 
the point of view of the economist, his most urgent requirement 
from physiologists is the formulation of a standard physiological 
index of fatigue. The psychologists have, of course, experimented 
with various tests involving either (1) motor activity (tests of 
output or of accuracy), or (2) the speed of response to, or accuracy 
of discrimination of, various stimuli, but there is little gen^rail 
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agreement as to the validity of the tests or their interpretation, 
and, moreover, it is not necessarily true that when recovery to 
the normal judged by such tests has been reached that the 
individual is not still fatigued in the physiological sense. Until, 
therefore, a reliable physiological index is discovered, it will be 
impossible to determine scientifically the length of day for the 
normal ^vorker in any given occupation which results in maximum 
permissible fatigue, or to investigate fully the fatiguing effects 
of various occupations and the relative influence of such deter- 
minants of fatigue as a high w^et-bulb temperature of the atmo- 
sphere, speed of operation, muscular versus nervous strain, &c. 

Meanwhile, whilst he is waiting for the physiologist and experi- 
mental psychologist to furnish fuller in formal ion respecting the 
nature and measurement of fatigue, there is a considerable amount 
of work awaiting the social economist in his own sphere. 
Although, as has been pointed out, the curA^e showing variations 
in the long-period output of work per day, with difl’erent lengths 
of day, cannot be the only determinant of the hours of labour, yet 
it must always he an important, factor. T disregarding for the 
moment those jx)ssible physiological and pathological effects of 
fatigue which do not affect long-period daily output, it is evident 
that both employer and wmrker need for their guidance some 
knowledge of the way in which output per day varies with the 
length of day. llie efficient employer, if he is working on a one- 
shift system, desires to secure tliat l('ngth of day whicli will give 
him maximum net gain, and in the vast majorily of cases this 
is secured whefl he obtains maxirnnin output, per normal worker 
per day, i.c., when the length of the worlcing day is the longest 
possible without in the long run so fatiguing the worker that 
recovery cannot take place after each day’s work, and in conse- 
quence the output of the next and succeeding days is reduced. 
On the other hand, the aim of the worker will not necessarily or 
even probably be the same; for, as Prof. Chapman has pointed 
out,^ a fully-informed worker would desire that length of day 
where the marginal value of the results of further labour, less 
the marginal value of the leisure destroyed thereby, equalled the 
marginal loss due to the disutility of further labour; and it is 
more than probable that this length of day would be less than 
that yielding maximum output. Hence there is likely to be con- 
tinual opposition of interests on this point so long as the one-shift 
system prevails. The difficulty of applying the reasoning to 

1 Presidential Address to Section F of British Assoc., 1909, reprinted in 
Economic Joubnal, 
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actual conditions is obvious, however, for even the most objective 
{actor — the long-period curve of output — is unknown. But it is 
quite possible that at the present time the prevailing length of 
day in many industries is too long for even maximum output, in 
which case both employer and worker would gain by a reduction 
of hours at least to the day of maximum output, and possibly 
even beyond that. But at this moment there are not adequate 
data for more than a mere surmise that hours in general are too 
long ; nevertheless, that such a surmise is not entirely devoid of 
foundation is seen by the four cases cited by Miss Goldmark,^ 
where a reduction of hours resulted in the same or an increased^ 
output ; and it is significant, loo, that the literature of “scientific 
management”^ shows that in several i]:i|Jbances very favourable 
results have followed a reduction of hours. cOther similar instances 
are given, thougli with less detail, in Bulletin 118 of the United 
States Department Labor and in the Kej^xirt by tlie Inter- 
national Association for Labor llegulation on Hours of Labour 
in Continuous Industries. 

The strength of Miss Goldmark’s instances is that (i) they are 
of three industries, i.c., general engineering, small engineering 
(manufacture of lenses, A'c.), and chemical works, the work in 
which is fairly typical of industrial work generally ; (ii) they relate 
to reduction of lengths of day or hours per week quite commonly 
found. Hence the results in those cases may presumably be 
expected in industry generally. The weakness of the instances 
lies in (i) their small number; (ul the inadequacy of the data 
as to the effects on different types of workers— piece and time, 
young and old, Ac. ; (ii) the fact that they yield no information as 
to what \\'ould have been the effect of an even greater reduction. It 
is somewhat astonishing that, despite the research and labour which 
have evidently gone to the preparation of Miss Goldmark’s book, 
so few cases giving detailed results could be found, and it is in 
the belief that many more data exist and need but collection and 
tabulation in order to provide (a) more information as to any 
particular industry ; (b) a greatej* variety of instances in different 
industries, that this appeal for research is issued. Without such 
information any scientific judgment as to the suitability of hours 
of labour in any given industry is imix)ssible. 

How^, then, is the information to be obtained? In, say, the 
last ten years there have been changes in hours in the case of some 
individual firms at least in probably most of the staple industries, 
and it is surely not impossible to obtain access to the information 
1 Fatigtie and Efficiency, Chap. V. ® Taylor, tScientific Management 
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contained in the books of some of these firms. From thes^ records 
it should be possibleio obtain for, say, six or twelve months before 
and after the change (i) the gross output in units of the com- 
modity per week of certain departments ; (ii) the gross number of 
hours per week worked therein. From these the average output 
per hour, or the normal output for a complete 'veek at various 
periods before and after the change could be obtained and, if 
care were taken to eliminate cases where there had been any 
material alteration in machinery or in methods of production, a 
^comparison of such figures in the case of any given firm, checked 
ff possible by those from a similar firm in the same industry, 
would furnish itseful data. A more satisfactory method would be 
to obtain, the hourly output in specified weeks of eacli of a number 
of individuals, but it is i¥nprobable that the data for obtaining this 
would be available save in the case of pieceworkers. In such 
cases a sufficiently accurate index would be The weekly earnings, 
provided it could be assumed that these represented a full week’s 
work. The advantage of taking individual cases is obvious, for 
it furnishes information as to the effect of the change on different 
types of workers- “Old and young — and also allow^s of the elimina- 
tioii of cases of learners whose skill is increasing in the period 
under review. Comparison of the results from departments w^hose 
workers are paid by time with others whose workers are all on 
piecework would give some clue as to the truth or otherwise of 
the contention sometimes advanced by employers that there 
would probably be no gain in output prof)ortionate to the reduc- 
tion in hours amongst time-workers, though in the case of piece- 
workers such a gain might take place owing io the desire of the 
pieceworker to attain a certain normal wage. As a matter of fact, 
the only published instance known to the writer — that of Mather 
and Platt — shows just the opposite result, ^.c., a greater gain in 
output from time than from piece workers, though the difference 
diminished towards the end of twelve months after the change. 
The interpretation would seem to be that the piece-workers were, 
before the change, more over-fatigued than the time-workers, 
and took longer to recover from the over-fatigue. It is, however, 
obviously dangerous to draw any satisfactory inference from 
merely one case. 

Not only could cases of permanent reduction in hours be 
examined in this way, but much valuable data could also be 
obtained relating to the effect of short-period alterations — over- 
time, &c. — from firms in seasonal trades, such as the clothing 
industry, where there may be two or even more changes in hours 
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per year. In the case of these trades it would be especially 
^desirable to obtain the figures for selected individuals of normal 
efficiency, since the proportion of learners is here very high. 

The securing of maximum output depends not only upon 
the length of the working day, but also upon its division into 
working spells and the inclusion of an adequate allowance of rest 
intervals. As to w^hat constitutes an adequate allowance, and 
what should be its distribution over the working period we are 
even more ignorant than of the right length of day, and it is 
somewhat astonishing to note that the originator of “scientific 
management ” ^ states that a large number of experiments oii 
workers shovelling pig-iron showed that maximum output was 
obtained when practically 50 per cent, of the nominal w^orking 
period was absorbed by short r^.st intervals. It is perhaps too 
optimistic*, to hope that many employers will furnish facilities 
for experiments comparable to those of Taylor, or even try 
experiments to test the relative merits of a ten hours’ working 
day worked (a) in two spells of five hours, (b) in two of five and a 
quarter hours, with a quarter of an hour rest in each spell ; 
probably, too, the workers would object to the alteration. But 
although experiment alone car\ conclusively settle such points, 
much light might be thrown on the problem if we bad some idea 
as to how the output f)er hour of the normal worker varies 
throughout the day — whether it falls, and, if so, in what degree, 
in the later hours of the B])eil, and whether recovery occurs after 
the midday break Iliere should lx*, little difficulty in obtaining 
these data in certain types of work wliere the worker is com- 
pleting each hour a fairly large number of approximately similar 
units of work, e.g., in the making of cigarettes, cardboard boxes, 
small engineering repetition work, moulding of jam-pots, type- 
setting by hand, packing of sweets, die stamping, &c. Even if 
individual returns were not obtainable, aggregate returns would 
afford some information, though, as before, it is desirable to get 
individual returns in order to note the variations due to age, 
skill, etc., and especially is it desirable to get individual 
returns of young persons, since light may then be thrown 
on the question as to whether the^ length of spell is mark- 
edly too long for such persons, though it may not be for 
adults. It is further desirable to obtain returns for piece-workers 
and day-workers in order to see whether the former method of 
payment results in a tendency to “rush” in the earlier hours, 

^ Taylor, Scientific Management. 

2 Investigation by Pieraccini cited by Goldmark, 
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with consequent exhaustion in the later ones. In cases where a 
certain task is expected per day, the rush period may occur at the 
end of the day. Once such returns have been obtained and 
plotted, it may well be that the employer will be prepared to make 
the experiment of additional rest intervals at suitable parts of the 
day — say where the curve begins to drop — and the effect of the 
interval could then be studied. In like manner the variations 
in daily output per day of the week and after holidays could be 
obtained. It is desirable that so far as possibli? these returns 
should be obtained without the worker’s knowledge in order that 
ordinary normal conditions should prevail, but if the attempt to 
do so involves any risk of suspicion or misunderstanding, a frank 
and tactful explanation should at once be given. 

One i^iossible objection should be noted. It may bo argued 
that some falling off in output as the day progresses may be 
detected in the case of purely manual labour, .but that in the case 
of workers tending machinery the machine determines the out- 
put, which is constant therefore throughout the day. This may 
possibly be true in some cases, but it is certainly not universally 
true, for in many operations the machine is constantly being 
stopped for adjustments or for supply of material, and in such 
cases the output is obviously a function of the length of time 
consumed in such stoppages, which itself is a function of the 
worker’s fatigue. That subjective factors are important in such 
cases is evident from the great disparity in wages earned on piece- 
work amongst, say, a group of cotton weavers all working on the 
same kind of wofk on looms running the same speed. 

So far the suggested investigation has related mainly to out- 
put. But there are, as already pointed out, much wider reactions 
to be taken into account, since the length of day for maximum 
output may ultimately result in nervous or other physical troubles. 
The investigation into such matters is, of course, outside the 
economist’s powers, but some information may be gained in the 
carrying out of the foregoing inquiry in the case of firms which 
have a sick benefit society or of whose workers a considerable 
number belong to a local friendly society. But whilst this may 
not be very conclusive evidence, there is one point — the number 
and distribution of accidents — on which definite data can easily 
be secured. It is not intended that the total number of accidents 
in certain periods before and after a change in hours should be 
compared, for this may be a function of several objective factors, 
e.gr., improvements in safeguarding machinery, the extent to 
y^hich floor space is taken up by additional workers or by stocks 
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of material, the introduction of semi-skilled labour in busy times, 
'4sc. The information desired is the percentages of the total 
number df accidents during, say, twelve months which occur 
in each hour of the working day for each day of the week, f.c., 
of those accidents which happened on Tuesdays, the percentage 
which occurred between 9 a.m.-lO a.m., 10 a.rn.-ll a.m., and- 
so on. It has been clearly demonstrated by experiments, some 
of which have reproduced in some degree the actual conditions 
of ordinary industrial work, that continued muscular activity 
results ultimately in faulty muscular co-ordination — in imperfectly 
controlled movements — which might result in accident in the 
case of workers such as circular-saw operators, power-press 
workers, or structural steel erectors, whose work requires them 
to perform movements with considerable accuracy, at thq, risk, in 
case of failure, of i>ersonal injury. Very many industrial opera-, 
tions are of this nature, though, of course, in varying degree, 
and it is believed that the “carelessness”’ or “inattention ” of the 
worker to which the accident is often ascribed is really a result — 
wholly or partially — of fatigue; that, as the working spell pro- 
gresses, there is a growing fatigue, which manifests itself in an 
increasing imperfection of accuracy of movement or in failure of 
judgment, and consequently the number of accidents increase in 
the later hours of the spell. The laboratory experiments of 
Bogardus^ showed that in short ex|>eri mental spells of twenty 
minutes, where the worker was working at full speed, two-thirds 
of the total “mistakes” occurred in the latter half of the spell. 
The published statistics of various American and German Labour 
Departments " also show a iruii ked i increase of the percentage of 
total accidents in the later hours of the spell, the percentage of 
accidents in the later hours of the morning spell being three or 
four times that of the first hour, and dropping to an intermediate 
figure after the midday rest, to rise again later. There are, 
however, several difficulties in interpreting such statistics 
(1) The figures relate to all accidents, and therefore include an 
indeterminate number of accidents whose causation is not in 
any way contributed to by fatigue, and whose distribution over 
the day may be such as to mask in the^aggregate figures the effects 
of fatigue in those cases where it is a factor. Hence, in order to 
ascertain the effects of fatigue on accident causation, the method 
adopted by Bogardus in his analysis of the Illinois figures should 
be followed. The accident records were examined and the 

^ Americayi Journal of Sociology, Vol. 17, 1911. 

2 Cited in Goldmark, in Bogardus; see also articles by Miss Hutchins in 
Socvolog%cal Review, Jan. 1913, and “ Report on Conditions of Employment in the 
Iron and Steel Industry in the U.S.,” Senate Document 110, Vol. IV, 
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accidents classified in two classes : — (a) those in w^hich subjective 
conditions (“carelessness,” &c.) could in any way have contri-^ 
buted to the accident ; (b) those which were obviously due 

entirely to objective factors, c.g., breakage or material or plant, 
flying shuttles, &c. What was desired w'as not to ascertain the 
percentage of accidents due to wwkers’ negligence, but simply to 
eliminate those cases which were obviously due to caures out- 
side the control oji the day of the accident of any normal worker 
— not necessarily the injured person — engaged in his normal work. 
For example, an accident caused by the dropping of a brick from 
a scaffold by a bricklayer would be included in class (a), but an 
accident to the* bricklayei' due to the breakage of his scaffold 
would he included in eJass (h); for evoii though the breakage 
of the scaffold might have been due to negligence in constructing 
it, this presumably occurred at some time previous to the accident, 
and the significant time as regards the ndation to fatigue would 
be the time of the construction of the scaffold, not the particular 
time at which it broke. As the former time is probably un- 
known, we eliminate the accident from class (a). In the case of 
the Illinois figures, class (a) amounted to about 82 per cent, of 
the whole. The time distribution of this class over the hours of 
the days of the week w^as then ascertained and stated in per- 
centages. 

Before even these figures can be utilised, a second difficulty 
must be faced. They relate to large numbers of factories, not all 
of which have ,the same starting, stopping, and meal-times. 
Hence an accident between 9 a.rn.-lO a.m. may be in the third 
hour of work of Factory A., and in the second of Factory B. To 
some extent the difficulty is lessened if the figures are given in 
the form adopted by the German authorities, and classified 
according to their occurrence in the first, second, third hour of 
work, &c., but even here the meal-times may vary in their 
occurrence between the third and fourth, fourth and fifth hours. 
&c. 

Hence, though the published statistics are exceedingly sug- 
gestive, I think they should be supplemented by the analysis of 
the records of large individual firms or groups of works whose 
hours and meal-times are similar and where the conditions of 
work are definitely known. The necessary particulars as to 
manner of occurrence, time, age of worker, will be easily obtain- 
able from the Accidents Eecords kept for Factory and Compensa- 
tion Act purposes. If a series of such returns for several large 
firms were obtained, it would probably furnish fairly definite 
information as to the influence of fatigue on accident occurrence. 
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^specially if com^parison were made of similar firms in the same 
industry working ^ different hours. Possibly, too, additional 
information would be yielded by tracing the distribution of the 
accidents over the days of the week, and the variation before and 
after holidays, but the interpretation of such figures is com- 
plicated by the possibility that there may be considerable varia- 
tions in the total number of workers employed on various days 
of the week, and correction for this would be difficult owing to 
the probable absence of records, and also to the further possibility 
that certain departments with accident risks differing from the 
normal may not be in full work on certain days of the week, 
e.g., the ironing department in a factory laundry. 

The foregoing statistical inquiries are really necessary for any 
complete investigation, but there are, of course, effects of fatigue 
in particular industj'ies which, whilst not capable of statistical 
statement, may be even more important. Such effects are not 
confined to cases of excessive nervous strain, or of physical lesions 
such as varicose veins due to long standing, but may be more 
subtle in their incidence ; for example, there seems to be some 
reason to believe that the onset of certain diseases, e.g,, pneu- 
monia, may be in a large number of cases determined by fatigue. 
The full investigation of such effects requires medical knowledge, 
but it is desirable that their possibility should be borne in mind 
by the economic observer and attention directed to them, 
especially where the main objective determinants of fatigue — 
heavy muscular work, high wet-bulb temperatuie, long hours of 
work, &c. — are present, and the workers include a considerable 
percentage of women and young j)erson8. 

The lines of inquiry suggested above are, of course, by no 
means exhaustive, but though they are admittedly incomplete, 
yet they are beyond the powers of any one individual, or even of 
a small group of people, who can give only a part of their time 
to the inquiry. It is, therefore, to be hoped that the Fatigue 
Committee of the British Association will receive the co-operation 
of many other workers, and it is suggested that the carrying 
out of detailed inquiries along some ^ch lines as the foregoing 
would afford valuable realistic experience to research students. 
Such co-operation would be heartily welcomed, and every possible 
assistance given to investigators by the secretaries to the Com- 
mittee, Miss B. L. Hutchins and the writer. 

J. W. Ramsbottom 

Armstrong College, Newcastle-upon-Tyne. 
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Der Bourgeois, By Wrrnkr Sombart. (Munich : Duncker & 

Humbiot. 3913. Pp. vii + 540. Price 12 inarko.) 

Def Modeyrnc Ka/pitalismus was published in iw<) voluine i in 
1902. It established SombarPs position among the younger 
economists of Germany, and beiore long thu first edition of the 
work was exhausted. In preparing the second edition, the author 
was led to deal with a number of subsidiary problems arising 
from his main theme. So we got books on the influence on the 
development of modern capitalism exercised by (1) luxury, (2) war 
and warlike undertakings, and (3) the Jews. 

But the spirit of modern capitalism, its true nature and its 
historic development, had received only incidental enn si deration in 
these three works, and therefore a full treatment of the subject 
seemed only a natural sequel to tlie trilogy. In the book before 
us Sombart has provided such a treatment, tracing the history 
of the capitalistic spirit from the Renaissance to the present time. 
The book, however, is not the history of an abstract idea or of 
a system of thought ; it ralher considers the personification of 
the idea in the social type, tlie bourgeois. Hence the title of 
his book. 

What is the spirit of modem capitalism? Sombart answers — 
all the expressions of the intellect, the emotions, and the will 
that accompany economic activities to>day. By to-day he means 
not only the immediate present, but the whole of tliat period 
in the history of Western Europe which is labelled “modern** 
in the text-books. He is at some pains to lay stress on this 
division because the preceding period was dominated by a totally 
difl'erent economic spirit. In an introductory chapter, written as 
is indeed the whole book, with a brilliance of style and a fullness 
of knowledge, Sombart sketches the “economic philosophy” of 
the Middle Ages. “The pre-capitalistic man is the natural man; 
man as G-od made him ; man who does not yet stand on his head 
and run on his hands, but walks firmly on bis feet.** And the» 
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aim of this natural man? To satisfy his wants— no more and no less 
— in accordance with the needs of his social class. Of social classes 
there were broadly two : the lordling and the peasant. Tlie 
former was not occupied in the work of production ; he rode to 
the wars, attended tournaments, built castles, and scorned money 
— “usus pecuniop est in emissione ipsius.” The latter worked 
in the sweat of his face, his ideal to “make ends meet.” 

The modem spirit appeared in contrast to all this, showing 
itself in the special love of money (mercantile system) and in 
the thousand ways that were adopted for obtaining ^ — commerce 
on a large scale, the search for hidden treasure, money-lending, 
service at royal courts, alchemy, aild what not. Sombart classifies 
them under tour heads : force, magic, financial speculation, and 
inventions (compare Defoe’s Ef^say on Projects, 1697 About 
the year 1680 the art or mystery of projecting began visibly to 
creep into the world!”) But all these were capitalist undertakings 
of one sort or another. That leads the author to consider the early 
history of capitalist undertakings as illustrated by war, land 
holding, and State and Church enterprises. We are told much 
about the “gentlemen adventurers,” discoverers, colony planters, 
mine owners and stock-jobbers, and one of the most brilliant 
sections of the treatise is SombarCs attempt to show how (and 
why) the commercial spirit showed itself in a marked degree 
among<>the Florentines, the Scotch, and the Jews. 

Sombart sees the first appearance of tlie bourgeois in Florence 
towards the middle of the fifteenth century. In Alberti’s 1 Libri 
della Faniiglia, fmblished in 1'150, he has discovered the same 
virtues that in a later day were preached by Daniel Defoe and 
Benjamin Franklin — economy, thrift, prudence, and the rest, 
all of which, it wiis supposed, would produce the successful city 
man. Accordingly, he tries to demonstrate that in their true 
essence there is little that difl'erentiates the economic activities of 
(say) Sir Walter Raleigh and Cecil Rhodes. Kacli was btit a 
bmrgeois with bourgeois ideals. The fullness of historical detail 
adduced in illustration of this thesis will be found interesting in a 
high degree. Besides this, the references throw no little light on 
the economic history of the sixteentjfc and seventeenth centuries. 

The book is full of happy comparisons. The best, in our judg- 
m€int, is the likeness of the soul of a capitalist undertaker to that 
of a little child. Four “ideals” are the child’s. He likes big 
things ; he is always on the move ; he is constantly searching for^ 
something new ; and he loves the consciousness of his superior 
physical powers over insects and animals. (That is why he pulls out 
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the legs of the fly or holds the frog captive.) Sombart mamtains 
that these same ideals actuate the up-to-date business man. He 
quotes Viscount Bryce in illustration of the first point : that in 
these days there is “a tendency to mistake bigness for greatness.” 
As for restlessness and greater and greater speed of movement, 
one need only refer to the daily Press for glorifications of record- 
beating. So, too, in the case of novelties — dances and fashions 
change from season to season; people rush to see new inventions. 
Finally, think of the pride of power in the breast of an employer 
of labour whfse workers number several thousand. 

^ A little over half the book is devoted to the story of the growth 
of the spirit of modern capit4lisru ; in other words, to the rise 
and progress of the bourgeois. Given the spirit, the question 
sugge;^ itself : To what causes was it due? The second part 
of the book attempts answers, and Sombart ascribes the appear- 
ance of the capitalistic spirit to three main causes, biological, 
moral and ethical, and social. The author is particularly stimu- 
lating in his treatment of tlie biological factors. He divides man- 
kind into two natural classes — those who are inclined to be spend- 
thrifts, and those who are of a saving disposition ; those who (in 
the terms of the schoolmen) prefer luxuria and those who are 
under the spell of avaritia : or, as Bergson has it, Vhomme ouvert 
and Vhomme close. Hence, some natures are specially fitted for 
capitalistic enterprise, and your successful millionaire wMl have 
shown some capitalistic quality or other, even as a child. (Com- 
pare Bockefeller’s boyish bookkeeping operations.) Hence, too, 
some races are better fitted for capitalism than others. It is 
interesting to note that Sombart places the Celts (the Irish and 
the French) in the latter category ; while as good capitalists he 
regards the Eomans, the Normans, the Lombards, the Scotch, 
and the Jews. It is obvious that speculations such as these cannot 
lead to any final and generally accepted results. Still less can 
the contention that certain systems of philosophy, as certain 
religions, tend to cultivate the capitalistic spirit. Neverthelegp, ^ 
the author’s considerations in these sections are exceedingly 
suggestive and stimulating. 

Sombart has much to tell the reader of the past of capitalism. 
But what of its future? He believes in the doctrine that Marx 
formulated : that modern capitalism must break dowm by reason 
of its inherent weakness. Capitalism decayed in Germany and 
^|taly in the sixteenth century, and in Holland and France in the 
seventeenth. The causes at work then are probably active now 
also, and their destructive work will in all likelihood be assisted 
No. 95.— -VOL. XXIV. 


E E 



406 


THE ECONOMIC JOUENAL 


[sept. 


by two characteristics of modern times—the growth of bureaucracy 
and the declining birth-rate. Whatever may be felt about the 
bulk of the book, these conclusions have much to be said for them. 

The book stimulates thought ; it contains many a new point 
of view, and the style in which it is written is a perpetual joy. 
Obviously the work was intended not so much for the student 
and specialist as for the general reader. But tlie specialist and 
the student will find much in it that is a contribution to learning, 
and as a companion volume to any good economic history of 
Europe in modern times the book is admirably fitted. But it is 
a thorough “Sombart book,’* which is to say, while full of learning 
and new ideas, it propagates tlieofies. Some of them his readers 
will already know. Thus, he is still obsessed with the idea that 
mechanical inventions ())o(rn of the Bomano-Germanie 'fjpirit) 
wedded to stock exchange speculation (born of the Jewish spirit) 
have made modern ’ capitalism what it is. Bui others are new. 
Sombart holds that modern capitalism, while on the increase in 
Germany, is declining in IGigland. What are his reasons? The 
fasliion of tlie week-end, the decreasing capacity of English manu- 
facturers to adapt themselves to the needs of their customers, 
the comparatively slow progress of af)plied science in England, 
the spread of luxury, tlie too great devotion to sport, are all 
indications. It does seem that this is but another instance of 
his sin of over-generalisation. Despite this, the book is at once 
a criticisju and an analysis of the economic spirit of the age. 

We have noticed only one slip : Sombart speaks of the 
“Economical Man” of the classical writers (p. 3). This should 
be corrected in a subsequent edition, and in the English version 
of the book which, we understand, is to apjx^ar next year. 

M. Epstein 


The Nature and First Principle of Taxation. By Egbert Jones. 

(London : P. S. King and Son, 1914. Pp. xvii -1-299. 

Price 7^. Gd, net.) 

In recent years the English student of the problems of taxa- 
tion and finance has had to look to America for discussions 
respecting the theory and principles of his subject. With excep- 
tions which might be counted on the thumbs of his hands, he 
got no assistance from English writers. One of the indications 
of a change in this respect is afforded by the work under con- 
sideration. Mr. Jones has attempted an investigation into funda- 
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mental questions, and he Mas had the power of enlisting the 
services of Prof. Canaan, to whom he '‘is indebted for many 
suggestions and criticicms,’* as well as the sympathy of Mr. 
Sidney Webb, who supplies a characterist^ “Preface.” Our 
expectations are therefore naturally raised to’ a high and 

it may be said at once are in a good degree satisfied. 

The opening chapter deals with the nature of taxation, and, 
after an elaborate examination of the opinions of writers on 
finance, reaches the simple result that the essence of a tax in its 
compulsory levy. ''Taxes are compulsory payments made by 
persons to a governing body, and not guaranteeing definite 
measured services” (p. 29). But the value of this result is not 
to be judged by the meaning contained in the proposition. The 
task ^ comparison and elimination carried oar in the chat ter 
inmost instructive for the student. On tw(.> points, however^ we 
would like to record our dissent. One is t!i<^ treatment of loans. 
Mr. Jones declares that “the term ‘profits' is hardly elastic 
enough to carry ‘borrowings’ as one of its subdivisions” and 
he even questions “whether loans form ]>a^t of real revenue at 
all.” But then, with curious inconsistency, lie adds, “Eegular 
loans would form a part of revenue, but loans are rarely regular.” 
It seems clear that there is a confusion between the mere 
“receipt” and true revenue. The State sliould not — any more 
than the individual —include receipts from borrowing as a part 
of income. The second point is one of terminology. Under 
Prof. Cannan’s advice, our author has in most cases adopted 
the term “quasi-taxes” in place of Ids own term “mixed taxes” 
to describe those kinds of revenue in vvhicli the tax cJement is 
only a part, being mixed up with price. Though the term 
“mixed tax” is not free from all objection, it seems to us very 
much better than the substitute. Tlie great writer who in a 
way naturalised the word “quasi” in English has a heavy respon- 
sibility to bear ; but he never would have countenanced its use 
for such an expression as “quasi-tax.” The employment of the 
term is to suggest “strong superficial analogy”; it “negatives 
the notion of identity.” In res|)ect to two classes “it points out 
that they are sufficiently similar for one to be classed as the sequel 
to the other,” and that there may be a transference of rules from 
one class to the other. This is completely true of contract and 
quasi-contract ; it is not true of taxes and of receipts which are 
partly taxes and partly prices. The element of degree, altogether 
lacking in the former, is prominent in the latter. Probably the 
most valuable discussion is that on the relation of rates to taxes 
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(pp. 25“28) , in which the resemblance#^ between the two modes of 
charge are well brought out. 

The second chapter forms more than a third of the book, and 
gives a view of the opinions on the nature and criteria of taxa- 
tion from the earliest times down to the present. Its prepara- 
tion must have called for a good deal of what is described in 
political circles as “spade-work.” The gathering, e.g., of the 
allusions in the Bible to tribute (p. 49) meant the diligent use 
of the machinery of reference and due verification. It may be 
questioned whether the place assigned to this survey does not 
disturb the proper development of the thesis supported by the 
author. Chapter IT. is, in fact, just as much to appendix to 
Chapter III. as the definitions of taxes are an appendix to 
Chapter T., which is their actual position in the book. But;bow- 
ever this may be, there can be no dispute as to the value of th# 
compilation of opinions and judgments ranging from people so 
different in their suiToundings as the early Eastern sages to 
Professors Chapman and Taussig. Some of the extracts are 
specially useful, coming as they do from works inaccessible to the 
ordinary student; e.g.y the quotation from Moreau de Beaumont 
(p. 89). 

Having secured a basis for discussion in the material of 
Chapter II., Mr. Jones develops his theory as to the first prin- 
ciple of taxation. He shows the great variety of the principles 
or niles suggested by preceding writers, and by criticising them 
finds himself led on to acceptance of the position that “economy ” 
is the fundamental jirinciple of taxation for the economist. 
Economy is, however, something mu(di wider than the details 
usually as8(x;iated with that rule in finance. It, broadly speak- 
ing, amounts to the most effecdive direction of the power of the 
State, for “If the community receive on the whole greater 
benefit from payments made as taxes in any form than it would 
receive if the amounts had remained in the hands of the payers, 
the principle of economy has been observed” (p. 179). Suc- 
ceeding propositions continue this idea of gaining maximum result 
as the test of the tax system. ^ 

The principle of “equity,” so prominent in economic and 
financial discussion, is, it may be said, reduced in force by 
dwelling on the ambiguities and perplexities of the rule. In 
)>ractice, Mr. Jones favours a rather steep form of progressive 
taxation, falling short of the placing of the whole burden of the 
State on the limited number of available millionaires, which would 
be in accordance with the principle of “economy,” and would be 
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Procrustean taxation. The lingering sentiment of justice is 
recognised as making this latter form impossible. As he points 
out, his view coincides with that presented in the Minimum 
Sacrifice theory of Prof. Edgeworth ; though tliere would probably 
be great difference in the practical applications. 

Another rule or, as he thinks, principle falls under our author's 
criticism, viz., that of “productivity’* (pp. 154"8). Unfor- 
tunately, he does not realise that he is substantially in agreement 
with the writer that he is criticising. For the maxim of produc- 
tivity is a practical one. “First and jnost in]fX)rta-nt of tlu^ 
principles that guide the practical financjer is that which declares 
that ‘taxation should be j>rodiictjve.' '^rhe very object for which 
the revenue exists is to [vrovide.for the maintenance of the Stale, 
and therefore the Minister in cluirge of the tinan^x^s naturally 
estimates the merits of a tax by the aiiu>unt,( t its yield ’* (Public 
Finance, p. 417, third edition). In complele agreement Mr. 
Jones says, “Were w^e concerned only with fixing the practical 
fundamental maxim of taxation, we should only need to cite 
Professor Bastable’s graded table. Certainly a lax fails of its 
maJn objective if it is not sufficiently productive. . . . Where 
the maxims of taxation are set out in one general list, involving 
the standards of politics, ethics, and economics indiscriminately, 
the maxim of productivity must hold the first place.” The only 
comment required is tliat wffiich explains that “the true point of 
view for understanding these maxims is to regard them not as 
economic, ethic? I, or constitutional, but as essentially financial ; 
they therefore rightly combine the different elements that must 
enter into problems connected with that subject” (Piihhc 
Finance, p. 415). The relation between the dificrent maxims 
is undoubtedly a varying one under special conditions. Even 
economy has in its application to make concession to equity by 
what is described as “harmonising” (p. J97). 

Space will hardly allow of our noticing the Appendix, with its 
careful treatment of the terms used in many languages to denote 
taxation, its section on some collections of family budgets as 
affected by taxation, and its bibliography. 

We must not pass over in silence the application of the funda 
mental principle of economy made by Mr. Webb in the Preface 
already referred to. We are invited to contemplate “the effect 
upon the nation’s expenditure of wdsely adjusted taxation. Ought 
we not by taxation to cut off the least useful part of the national 
expenditure?” We then learn on the authority of “the 
economists” that “of the incomes of which we are allowed the 
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individual spending, we waste (or worse than waste) something 
like a third/' “Government expenditure is, in fact, far more 
A\d8ely done than the average of private expenditure. There is 
no getting away from the inference that a progressive transfer 
of more and more of the national income from individual to 
collective channels would result in a positive improvement in the 
character of the nation’s total expenditure.” 

This remarkable contrast of the individual and the Govern- 
mental economy, to the disadvantage of the former, suggests 
some reflections on the conclusions to be drawn. As neither poor 
nor rich are exempt from the verdict of “the economists,” it 
seems that something more than the Procrustean taxation of the 
wealthy is required. One-third •ol the average income must be 
redeemed from “waste or worse than waste.” Even then there 
is no guarantee that the remainder will be projierly us'^d. 
Nothing I)ut collective wisdom can secure an approach to wise 
spending. Jn fact, all income must be socialised. Some foolish 
people will continue to think that there is waste and worse than 
waste in Governmental expenditure. They will also feel that 
individual outlay does, on the whole, contribute more to the 
advantage of the users and of society than the same funds 
(assuming them to continue) distributed by Governmental 
authority. They might also believe that they are supported by 
the judgment of the economists. 

C. F. Bast ABLE 

Von dvr Diskontpolitik zur Ilrmrhafi uber den Geldmarkt. By 

Prof. Dr. Johann Plenok. (Berlin : Julius Springer, 1913. 

Pp. xxvi + 431. M. 12.50.) 

The title of this bulky volume is somewdiat misleading, for 
only a small proportion of the book deals with the difficult and 
im}X)rtant problem indicated on the title-page. Much the larger 
part consists of a very acute and outspoken criticism of the policy 
of the lleichsbank during the last twenty years, and especially 
of certain proposals of reform put forward in 1912 on behalf of 
the Peichsbank through the medium of one of its directors, 
Herr v. Lumm. 

There has been latterly a growing feeling in the German 
business world as a whole, and even amongst bankers themselves, 
that the present state of the German banking system is unsatis- 
factory, and that there is urgent need for reform. The great 
pressure felt at the quarterly settlement days has been exciting 
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alarfin, while the Morocco Crisis of August, 1911, accompanied 
as it was 'by the withdrawal of French deposits and by a panic 
which raged for some days on the Stock Exchange and money 
market, provided a foretaste of what ihe firancial effects of a 
European war might be. The result was an outburst of 
criticism of German banking institutions other than the Reichs- 
bank, which found its most authoritative ex])osition in the series 
of articles published in 1911^ in the Bankarchiv by lieri' v. 
Lumm. It was, perhaps, hardly to be expected that Horr v. 
Lumm, who was writing in a semi-official capacity as representa- 
tive of the Eeichsbank, should direct criticism at the policy of 
that institution itself, but it is very remarkable that, amidst the 
general chorus of approval which greeted his articles on the 
part both of the financial Press and of bankers themselves, 
hardly a voice was raised to call attention to the Reichsbank, 
and to ask whether it was entirely free from blame. It is the 
chief merit of Prof. Plenge's work that in it, besides the criti- 
cisms of the reforms profx)sed by Berr v. Ijuinrn, the wh de policy 
of the Reichsbank, which has been so widely regarded in Ger- 
many as infallible, is weighed in the balance, and, in Prof. 
Plenge’s opinion, found wanting. Indeed, he says himself that 
the chief claim wdiich he makes for his hook is that in it he has 
“destroyed the Jjcgend of the Reichsbank.” By a carelul analysis 
of the returns of the Iteiclisbauk, he show s that the ratio of the 
metallic reserves to the note issue has declined steadily since the 
early ’nineties of the last century, while ilie liabilities, in extra- 
ordinary times of war or panic, have within the same period 
enormously increased. This state of affairs has been mainly 
brought about by a mistaken theory, which has been held by 
those responsible for its discount policy, as to the proper 1 unctions 
of the Pentral Bank in the modern state, ^fhere can be no doubt 
that in the early days of modern Germany the great need was 
for capital, and that tliat overshadowed every other function of 
the Reichsbank. Thus largely from historical reasons it seems 
to have been held as axiomatic l)y tlic directors of t he Reichsbank 
that their first duty was to provide industry with low discount 
rates. But the position of the Reichsl)ank has changed very 
much since the ’sev^ nties. The great Credit Banks control a 
far larger amount of credit than it does, while the permanent level 
of the discount rate is obviously not dependent on the policy of 
any Barik. Great pressure has always been put on the Reichsbank 
to lower its discount rate as soon as possible, and it is owing to 
its submissiveness to such demands that the present position has 
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a-risen. The function of the central bank in the modern industrial 
state which is really of fundamental importance is that of being 
the “bank of banks.” It is this primary duty which Prof. Plenge 
considers the Eeichsbank to have neglected, with the result that 
its sensitiveness with regard to any increase in the claims upon 
it is altogether excessive, llie chief aim of Herr v. Lumm’s 
proposals in the Bankarchiv was towards the strengthening of the 
reserves of the Credit Banks. Prof. Plenge rightly maintains 
that while this might lessen the monetary stringency at the 
quarterly settlement days, yet in general, and above all in time 
of war or other crisis, what is of far more vital importance is the 
strength of the reserves of the central bank. The crux of the 
problem is how the central bank can best accumulate the neces- 
sary si>ecie reserves, and the solution advocated by Prof. Plenge 
is that large quantities of notes of small denomination should 
be issued rapidly, and by this means the circulation drained of 
gold. This is cheaper than buying gold from abroad, while 
obviously gold is wanted, not in circulation where paper will do 
just as well, but in some central place. Once the reserves had 
been brouglit up to their proper a-inount, they should be main- 
tained there by a more careful discount policy directed, not to 
keeping the discount rate as low as possible, but to protecting the 
gold reserve. 

The activities of the Stock Exchange have always been 
regarded with a more unfavourabk' eye by the State in Germany 
than in most other countries, so it is not surprising that many 
of the recent proposals for reform have aimed at penalising the 
Stock Exchange by hindering the free flow of capital to it. 
Even Prof. Plenge has not freed himself entirely from the pre- 
vailing views of his countrymen. He exposes, it is true, the 
vulgar error that the capital which is lent by the banks to the 
Stock Exchange is permanently retained by the latter and is lost 
to the rest of the community. The Stock Exchange is, of 
course, merely an intermediary organ between leaders of capital 
and the industrial demand for capital, its main function being 
to create a market for shares and increase the fluidity of capital. 
But he goes on to say that, nevertheless, a large amount of capital 
is permanently “swallow^ed up” by the Stock Exchange; for 
when the speculative gains resulting from a rise or fall in the 
value of securities are consumed by their fortunate possessors, 
national capital is turned into income. “What the stock specu- 
lator devours as income works as a correBj:x)nding diminution in 
the national savings which have already been laid aside” (p. 177). 
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But surely it is a grave error to consider this a net loss of national 
capital, for what happens is that a very great deal of capital 
passes through the Stock Exchange during the course of the 
year, and on this a sufficient toll is levied to maintain the 
economic function of speculation, which Prof. Plenge expressly 
admits to be beneficial. On the average, Bi>eculatioii, like every 
other permanent form of economic activity, yields an income, but 
this is required to call forth the activity, and is of the nature 
of a net diminution of the national capital. In order to show 
that there was a real maldirection of economic resources, it would 
be necessary to prove that the income derived from speculation 
was greater than the worth of the services rendered to tlm 
community, or greater than wns required to call for these ser^ ices, 
and, moreover, that this excess was spent and not saved. 
Prof. Pleuge lias made no attempt to prove this. It is surprising 
tliat, after the ten years’ experience of the German Stock Ex- 
change Law, Prof. Plenge can propose that the rate of interest 
on capital lent by the banks to the Stock Exchange should be 
artificially raised, in order to discourage opecvilation with bor- 
rowed capital. It is difficult to foretell the incidence of such a 
tax, but that it would rest on those who were intended to bear 
it, is in the highest degree improbable. 

A long chapter is devoted to the vitally important financial 
problems which would confront Germany were she engaged in 
a great European war. The works of Stroell and Eiesser have 
hitherto been tl\p standard books on this subject, but in certain 
respects they are out of date, and Prof. Plenge makes many 
stimulating criticisms on some of their corudiisions, and develops 
some important points which are not sufficiently considered in 
them. It has become almost a commonplace to say that the 
country whose finances are in tlie strongest position is the most 
likely to come victorious out of a long war, and Prof. Plenge 
emphasises the enormous strain which the outbreak of war, com- 
*bined as it may well be with internal panic, throws on the 
banking institutions of the country, and especially on the central 
bank. The central bank should be amply prepared for any such 
emergencies, and should be so strong that public confidence in 
it would never be lost. It is interesting to note that the writer 
considers the moratorium an indispensable part of the financial 
equipment, even of a developed country such as Germany, in 
the event of a long war. According to him, it is the intention 
of the German Government, on the outbreak of war, to 
transfer the famous war treasure kept in the Juliusthurin to 
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the vaults of the Eeichsbank, and to issue against this notes 
to the extent of three times its value, which is at present the 
legal maximum of notes to reserves under the German Bank 
Act. He makes a forcible protest against the existing proposal 
to issue special war notes (Kriegskassenscheine), on the ground 
that paper money which differs in design and name from ordinary 
banknotes, and which has been issued to meet a special emer- 
gency, is much more likely to come under suspicion and to fall 
to a discount relatively to ordinary banknotes, than if the issue 
of the latter had simply been extended. 

Prof, Plenge has dealt in a masterly fashion with a number 
of the most intricate problems of finance and Banking ; while 
the admirable lucidity of his German and the clearness witli 
which he presents bis ideas should earn him the gratitude of 

all readers of his book. 

% 

C. W. Guillebaud 

The Credit System, By W. G. Lancjwobthy Taylor. (New 
York: The Macmillan Co. 1913. Pp. x + 417.) 

If it is impossible to argue with any sympathy on a difference 
of taste, it is scarcely more easy to give a patient and unprejudiced 
reading to an exposition of a different point of view. This is 
especially true when, as in this work of Prof. Taylor’s, the point 
of view is applied, not to extend a theory to include new facts, 
but to re-explain matter with wliich one is already familiar. 

The value of Prof. Taylor’s book must rest <iipon that of his 
point of view, upon its superiority in simplicity and comprehensive- 
ness to the theory of credit which now holds the field. As the 
scope of the book is wide, it is not possible to examine the fitness 
of its theory in its many particular applications ; it will be better 
to take one of its more general chapters; that on “The Utility of 
Credit ” will serve the purpose. 

“Prices,” says Prof. Taylor, “have two chief functions; one is 
that, with respect to particular goods, they indicate the rate at 
which the latter are estimated, compared with one another. The 
second is that they sum up the outlook of tlie community at large 
with respect to prosperity. Only as a third and minor case can 
it be said that they are interesting with relation to a standard 
of value.” 

This statement is somewhat open to criticism. In an industrial 
system which depends upon individual producers and not upon any 
central co-ordinating authority, one of the first requisites must be 
some means of indicating the nature and volume of consumers’ 
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wants in order that producers may apply to the satisfaction of each 
want an appropriate quantity of social resources. This co-ordinating 
and regulating influence of price is surely one of its most important 
functions; yet it is not included — not, at any rate, explicitly 
included — in those given by the author. The point has, however, 
no close bearing upon the utility of credit, and v;e may pass on 
to the author’s argument in favour of suj>plementing roonomic 
science with a much fuller consideration of mental processes, 
credit being a domain in which these aspects may whh cspecitil 
advantage be separately treated. 

“A bank is essentially a psychological organisation. Business 
dispositions, arrangements, and processes are cerebral facts and 
operations. In a broad w^ay, it may^ be said that credit is the 
study of the power which sets industry going. In credit reside 
the dynamics of economics.” 

This is really the essence of the chapter. Credit is useful 
because it is dynamic ; it is dynamic because of the stimulus which 
it gives to the creation of new organisations ; for example, the 
power of offering to buy other persons goods by means of a 
promise to pay may create a new market and initiate new business 
developments. 

“It is the psychic power concentrated in the signatures on 
a credit document, representing the accumulated resources in 
industry of a number of persons, that gets up steam. The 
difference between credit and economics emerges more clearly: 
the former has^to do with the organisation and manifestation of 
activities in industry; the latter wdth its general, and especially 
its ideal, conditions 

In Prof. Taylor’s view, credit is therefore a cluiracterislic 
of negotiable instruments which introduces a power to stimulate 
industry. It seems clear that he is looking only at credit instru- 
ments, for he says (in italics) : Credit is therefore mathematically 
the means of circulating goods,” The effectiveness of the instru- 
ment varies with the generality of its credit ; small in a simple 
note or bill, ii increases as the number of endorsements increases, 
and is at its greatest in the issues of highly reputable banks. 

“In this socialisation of undertakings to pay, the making of 
them a social quantity and force, the most beautiful example is 
found that could possibly be adduced of the sociological point 
of view.” 

Credit stimulates action. No one can deny it; but neither 
can he deny a similar effect to the substitution of iron for wood, 
of machinery for hand processes, or indeed to any economic short 
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<3ut in production. A point of view which confines “credit*’ to 
“credit instruments” and bases the utility of credit on a charac- 
teristic which is not peculiar to it, appears to me to be thoroughly 
inadequate. 

Suppose, for example, that the circulating medium consisted 
entirely of gold ; then the function of the banks in issuing 
“generalised credit” in exchange for “personal credit” would 
disappear. But would the banks therefore be useless? Not at 
all. They would still market capital as before, carrying it from 
their depositors to business men, taking it from where it was 
plentiful and distributing it where it was urgently needed. Even 
though every circulating credit instrument were' abolished, the 
(tredit system, the debtor and creditor relation, would remain ; and 
its essential economy, the distribution of capital among those most 
fitted to use it, would remain also. 

The banking system, especially in England and America, has 
indeed improved on this simple work of transporting capital by 
substituting credit instruments for the gold formerly in use ; and 
this substitution of paper for gold has introduced further advan- 
tages, both in economising the use of gold and in facilitating the 
transport of capital. But this substitution of paper for gold in 
the media of exchange does not differ in kind or in its effects from 
the substitution of wood for iron in ships and other transport 
agencies. Both facilitate the exchange of goods ; no more, no less. 

Prof. Taylor’s view of “The Etility of Credit” does not leave 
room for this distinction between the use of credit in facilitating 
the distribution of capital among those best fitted to employ it 
and its use in increasing the efficiency of the media of exchange. 
His theory appears to take account only of the stimulus introduced 
by the latter economy ; it certainly lays the stress upon this 
stimulus and does not explicitly include among the advantages of 
credit economies which English economists would regard as of 
the first importance. 

Prof. Taylor’s style is difficult, as the quoted passages show, 
when he is dealing with his general tlieory of credit ; but in his 
later chapters on Bimetallism and Jij^tice for Debtors it becomes 
clear and compact. This difficulty may have led to misrepresenta- 
tion of his views in so far as they are concerned with the utility 
of credit; the impression, however, which is left upon the mind 
is that, while his theory might usefully supplement the more 
orthodox view, it is quite inadequate in itself as an analysis of 
the credit system. 


F. Lavington 
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Theorie des Geldes und der Umlaufsniitiel. By Lcdwig von 
Mises. (Munich : Duncker and Humblot, 1912. Pp. xi + 
476. M. 10.) 

Geld und Kapital. By Friedrich Bendixen. ( Leipzig : Duncker 
and Humblot, 1912. Pp. 187. M. 4.50.) 

Dr. von Mises’ treatise is the work of an acute and cul- 
tivated mind. But it is critical ratlier than constructive, 
dialectical and not original. The author avoids all the usual 
pitfalls, but he avoids them by }x>inting them oiil and turning 
back rather than by surmounting them. Dr. Mises strikes an 
outside reader as being the very highly educated pupil of a school, 
once of great eminence, but now losing its vitality. There is no 
‘Tift” in his book; but, on the other haul, an easy or tired 
acquiescence in the veils which obscure the light rather than a 
rending away of them. One closes tlic book, therefore, with a 
feeling of disappointment that an author so intelligent, so candid, 
and so widely read should, after all, help one so little to a clear 
and constructive understanding of the fundamentals of his subject. 

When this much has been said, the book is not to be denied 
considerable merits. Its lucid common sense lias the quality, to 
be found so much more often in Austrian than m German authors, 
of the best French writing. 

The field covered is wide. The first book deals witli the 
meaning, place, and funclion of money; the second with the 
value of money, the problem of measuring it, and the social con- 
sequences of variations in it; and the third with the relation of 
bank-money, of notes, and of discount policy to the theory of 
money. With the excejition of the section on the value of 
money, where Dr. von Mises is too easily satisfied with mere 
criticism of imperfect theories, there is a great deal on every one 
of these topics very well worth reading. Perhaps the third book 
is, on the whole, the best. The treatment throughout is primarily 
theoretical, and quite without striving after aetualite. The book 
is “enlightened” in the highest degree possible. 

The second of the two books under review is a collection of 
brief essays, many of them reprinted from Banlf-Archiv, by a 
director of the Hypothekenbank of Hamburg. If the book had 
come from the pen of an English bank director it would have been 
little short of a prodigy. But the relation between knowledge and 
practice is ordered differently in Germany. The first seven essays 
deal with the theory of money, and are chiefly intended to 
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popularise the ideas of G. F. Knapp, of whom Dr. Bendixen is 
evidently a devdled disciple and admirer. When he reminds us 
that Knapp thinks nothing of writing such things as that “der 
aus pantopolischen Ursachen gestorte We6hselkurs nicht nur 
durch Hylolepsie und Hylophantismus sondern auch auf 
exodromischen Wege reguliert werden kdnne,” even those who 
have had a classical (as well as a German) education? will be 
grateful for a simpler pen. It was Lotz, I think, who calculated 
that Knapp introduces in Die staatliche Theorie des Geldes some- 
thing like seventy new technical terms, without explaining the 
meaning of any of them. It is perhaps partly for this reason that 
followers of Knapj) show a distinct tendency to regard him at least 
as much in the light of a prophet as in that of an economist. 
Indeed, there may be some positive value in such a style ; for there 
are few exercises better calculated to stimulate one's own ideas 
than a close and patfent study of a work in wliich the words can 
only be understood by reference (o the Context, and the context 
only by refei'ence to the words. 

There can be no complaint, however, against Dr. Bendixen 
on the score of obscurity. With him all is clear and simple, and 
his only fault is to exaggerate somewhat the novelty and import- 
ance of his master’s ideas. The old “metallist^* view of money 
is superstitious, and Dr. Bendixen trounces it with the vigour 
of a convert. Money is the creation of the State; it is not true 
to say that gold is international ciiriency, for international con- 
tracts are never made in terms of gold, but always in terms of 
some national monetary unit ; there is no essential or important 
distinction between notes and nudallic money ; money is the 
measure of value, but to regard it as having value itself is a relic 
of the view that the value of money is regulated by the value of 
the substance of which it is made, and is like confusing a theatre 
ticket with the performance. With the exception of the last, the 
only true interpretation of which is purely dialectical, these 
ideas are undoubtedly of the right complexion. It is probably true 
that the old “metallist” view and the theories of regulation of 
note issue based on it do greatly stand in the way of currency 
reform, whether we are thinking of ^.conomy and elasticity or 
of a change in the standard ; and a gospel which can be made 
the basis of a crusade on these lines is likely to be very useful to 
the world, whatever its crudities or terminology. 

The rest of Dr. Bendixen 's book is devoted to banking topics, 
and chiefly to the Reichsbank. While admitting that the element 
of private capital in the Keichsbank has been valuable in pre- 
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venting the institution from being used in the interests of the 
most powerful party in the State, and while allowing that the Con- 
servatives wish the State to buy out the shareholders mainly in 
the hope that their party may then be able to direct the bank’s 
policy in agrarian interests, he thinks that a constiiaition which 
leads to the bank’s being run to a considerable eivtezit with a view 
to profit iias gisave disadvantages. Neither the State nor the share- 
holder^ should der've Trom the bank varying profits whicli may 
tempt either party to subordinate policy to gain. The wide use of 
a cheque and clearing-house system, to take one instance, will 
never be developed in Germany, according to Dr. Bendixen, so 
long as the Eeichsbank’s profits are partly dependent on a main- 
tenance of the existing state of ulfairs. As a banker of Hamburg, 
where the cheque or “giro” system is almost as fully developed 
as in England, pr. Bendixen naturally regards the rest of Ger- 
many as grosMy backward and uncivilised "in this respect. On 
numerous other points of.’ recent hanking policy in Germany Dr. 
Bendixen makes penetrating criticisms. Amongst tliese may be 
mentioned his exposure of the foolishness oi the half-hearted 
attempts which have been made to discourage the investment 
of German capital abroad, and of the futility of the Keichsbank’s 
attempts to ease off the pressure on its resources af. quarter days 
by refusing to lend to the market for very short periods. 

1 have described Dr. von Mises’ book as “enlightened.” If a 
corresp<mding epithet is to be applied to Dr. von Bendixen’s book, 
I should describe it as “emancipated ” — which, within the sphere 
of what is liberal and intelligent, is at the op]K)site })ole. Dr. 
von Bendixen is without the cultivated subt lety of Dr. von Mises, 
but his practical wisdom is of a high order. Hamburg’s mind is 
not so clever as Vienna’s, but more comes of it. 

J. M. Keynes 


What is Money ? By A. Mitchell Tnnes. (New York : Banking 
Law Journal. 1913. Pp. 82. Price 25 cents.) 

In his theory of money the author of this pamphlet is a 
follower of H. D. McLeod. The fallacy — if I am right in think- 
ing that this theory of the effect of credit is a fallacy — is a familiar 
one, and it will not be worth while to discuss it in this review. 
The distinctive value of the pamphlet arises from a different 
source, as indicated below, and the writer’s strength is on the 
historical, not on the theoretical, side. 

The author’s contention is that, in an overwhelming majority 
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of the instances to be found in recorded history, the currency has 
been of the nature of an inconvertible currency. “There never 
was,” he says, “until quite modern days, any fixed relationship 
between the monetary unit and any metal ; that, in fact, there 
never was such a thing as a metallic standard of value.” The 
moneys of account, of which record remains, were for the most 
part conventional units, depending for their vaJue on custom 
or on the action of the State, and having fluctuating v^^es, in 
spite of occasional attempts to steady them, in terms of gold or 
silver. “If it is true that coins had no stable value; that for 
centuries at a time there was ho gold or silver coinage, but only 
coins of base metal of various alloys ; that changes in the coinage 
did not affect prices ; that the coinage never played any consider^jj 
able part in commerce ; that the monetary unit was distinct from 
the coinage, and that the price of gold and silve^^uctuated con- 
stantly in terms of 'that unit, then it is clear MSt the precious 
metals could not have been a standard of value, nor could they 
have been the medium of exchange.” “There is not, and there 
never has been, so far as I am aware, a law compelling a debtor 
to pay his debt in gold or silver or in any other commodity.” 

This position Mr. Innes endeavours to establish by an historical 
inquiry, the value of which is, unfortunately, much diminished 
by an entire absence of any references to authorities. His first 
examples are drawn from classical times. The ancient coins of 
Greece and of Kome, according to Mr. Innes, although composed 
of the precious metals, are so extraordinarily ^variable in size, 
weight, and fineness that it is hardly conceivable that the value 
of the monetary unit depended on the amount of valuable metal 
in the coins. The coins, therefore, were all token coins, their 
exchange value as money differing in varying degrees from their 
intrinsic value. The bulk of his instances, however, are drawn 
from the early monetary history of France. We find here, through- 
out, considerable persistence in the name of the conventional 
money of account, constant variation in the weight and alloy of 
the coins, and a profit always ^c<Sruing to the authority issuing 
the coins. “The only reason why the intrinsic value of some of 
the coins ever equalled or exceeded their nominal value was 
because of the constant rise of the price of precious metals^, or 
(what produced the same result) the continuous fall in the value 
of the monetary unit.” 

Mr. Innes’s next point is that the idea, that “in modern days 
a money-saving device has been introduced called credit , and that, 
before this device was known, all purchases were paid for in 
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cash, in other words in coins,” is simply a popular fallacy. The use 
of credit, he thinks, is far older than that of cash. The numerous 
instances, he adduces in support of this, from very remote 
times are certainly interesting. “For mrny centuries, how many 
we do not know, the principal instrument of commerce was neither 
the coin nor the private token, but the tally, a titick of squared 
hazel-wood, notched in a certain manner to indicate the amount 
of the ly rchase or debt. . By their means all purchases cf 
goods, ^ loans of money were made, and all debts cleared. The 
clearing houses of old were the great periodical fairs, whither 
went merchants, great and small, bringing with them their 
tallies, to settle their mutual debts and credits. . . . The relation 
between religion and finance is significant It is in the temples 
of Babylonia that most, if not 511, of the commercial documeiits 
have been founi||. The temple of Jerusalem was in part a financial 
or banking instttution, so also was the temple bf Apollo at Delphi. 
The fairs of Euftpe were held in front of the churches, and were 
called by the names of the Saints, on or around whose festival 
they were held. . . . There is little doubt Lo my mind that the 
religious festival and the settiement of debts were tlie origin of 
all fairs, and the commerce which was there carried on was a 
later development. If this is true, the connection between religion 
and the payment of debts is an additional indication, if any were 
needed, of the extreme antiquity of credit.” 

Mr. Innes’s development of this thesis is of unquestionable 
interest. It is difiicult to check his assertions or to be certain that 
they do not contain some element of exaggeration. But the main 
historical conclusions which he seeks to drive home have, I think, 
much foundation, and have often been unduly neglected by writers 
excessively influenced by the “sotwad currency” dogmas of the 
mid-nineteenth century. Not only has it been held that only 
intrinsic-value money is “sound,” but an appeal to the history 
of currency has often been supposed to show that intrinsic-value 
money is the ancient and primitive ideal, from which only the 
wicked have fallen away. Mr. Innes has gone some way towards 
showing that such a history is quite mythical. 

J. M. Keynes 

The Economics of Enterprise. By Herbert Joseph Davenport, 
Professor of Economics in the University of Missouri. (New 
York*: Macmillan Company. 1913. Pp. xvi + 544.) 

The inspiration of this noteworthy book, not clearly revealed 
till we come to its closing pages, is a determination to deal a 
No. 95. — VOL. XXIV. 
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“knock-out” blow tib the assuihption of a rough coincidence 
between individuiRjf gainful and socially valuable occupation^, 
privileges, or potions. No one, perhaps, would deliberately 
assert that suclr p Jloincidence exis^, even in the large ; but 
almost everyone ^&iilhnie4 it as normal, ''and reasons as if it were 
almost universal. And tjhis optimisln. 'tnakes a great deal of 
economic literature litjle’' better than' apologetics, welcomed by 
those whose consciences need 4 lioothistfi^ syrup, aid ^cursed by 
those who realise the wounds and putrefying sores” 
skinned over by the use of su(?h w<3ld8 as “productive,” “useful,” 
“the supply of human wants,” and the rest. 

’Prof. Davenport estimates that at least tv.^6-thirds of the 
capitalised wealth of the United States consists merely of “the 
present worth of the right to extract tribute from one’s fellows 
or to plunder one’s fellows ” (p. 520). But this i| not all. Those 
who are paid for “services” genuinely rendered are not neces- 
sarily paid for socially significant services. We live under an 
individualistically organised industrial system, and whatever pro- 
duces a valued experience, for which a man will pay, counts as 
“service,” even though it destroy the sources of experiences 
valued by others, and even though the experiences actually 
secured be destructive of character and permanent well-being. 

On all this Prof. Davenyxirt is never weary of insisting with 
startling frankness and witli abundance of illustration, always 
with the objective in view of demonstrating the necessity “for 
someone to construct an economic science adapted not only to 
the requirements of the facts, but to the needs of their ameliora- 
tion ” (p. 528), inasmuch as we live “in a competitive society, 
most of the serious problems of which sum up into one great and 
inclusive problem : how to limit the receipt of private income 
to the rendering of social service” (p. 416). 

By far the greater part of the book, however, is devoted to 
strictly economic problems, and is concerned with the consistent 
working out and application of economic principles now generally 
accepted but seldom applied with adequate firmness and thorough- 
ness. 

Underlying all is a destructive Criticism of the old distinction 
between productive and unproductive occupations. The only 
ultimate “products ” are necessarily psychic. Material things are 
means; experiences, in the widest sense of the term, are the 
ultimate and only product. Anything that is paid for, or that is 
undertaken for any deliberate purpose, is so paid for or under- 
taken because it is expected directly or indirectly to conduce to 
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desired experiences. That is to say, becatwife it is regarded as 
"productive.” It is its desiredness, not its desirability, that 
couAts, and Jhat makes it productive in ,t|ie d'nly sense in which 
the term can find a'pla«e 'in the econ<mip t^i^ice of a competi- 
tive and individualistic society. The truft ^tinction obscurely 
felt under the old discussions is the. between the more 

less rapidly disappearing oolilmodities and the more or l^ss 
permanent ones. A permanent good produces a revenue as long 
as it lasts, and it makes no rdatter to its productiveness whether 
the revenue is of material things that may in their turn produce 
experiences (as in the case of a tool) or a revenue of directly 
desired experiences (as in the case of a work of art — or an 
indecent book). As long as it. exists it increases the re\enu^ of 
desired things. 

Independently, again, of this underlying, contention, though 
not out of relation to it, is the analysis of the fundamental 
phenomenon of our industrial system, the market. Prof. Daven- 
port is to be congratulated on the precision and effectiveness 
with which he has demonstrated the ruling fact that the usual 
cross curves of supply and demand, with their ].x)int of inteijij 
section determining the price, rest on a superficial and misleading 
analysis. “The reservation prices of the sellers are, in the ulti- 
mate analysis, demands, and are as important to the fixation 
of price, and important in precisely the same way [the italics 
are the reviewer’s], as are the price-paying dispositions of the 
seekers for goods*” (p. 55). The tabular demonstration of this 
principle on p. 51 ought to place it conclusively above challenge. 

A precisely analogous line of investigation stubs out the very 
roots of the “cost of production “ theory of value by showing that 
the “cost” of any factor of production is simply its estimated 
significance in other branches of production, so that (like the 
reserve prices of the holders of a commodity) it should be incor- 
porated bodily in the demand curve. And, finally, we might 
“almost as well speak of the child who chases the wave up and 
down the shingle as fixing the wave-front, as speak of any margin 
as determining the price” (p. 94).^ 

It goes almost without saying that Prof. Davenport abandons 

^ No more significant illustration of the insidiousness of the fallacies thus 
exposed could be found than is [furnished by the fact that after all he has said 
Prof. Davenport frequently allows himself (deliberately) to speak of the “ intersecting 
curves,” and is occasionally guilty of an unconscious lapse such as that on p. 481 , 
where he says that “in the long average, price cannot fall below the marginal 
producer’s sacrifice,” instead of “ the marginal producer cannot in the long average 
maintain a position in which his sacrifice exceeds the price of his product.” 

F P 
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the doctrine of specific laws of distribution, and especially of the 
peculiarity of rent as a special category. There is the law of the 
market, and there is nothing else. The Law of Diminishing 
Eeturns yields nothing but confusions and ambiguities until w-e 
perceive that “the principle of disadvantage from a poor com- 
bination of factors, and of advantage from a wise combination, is 
applicable not only to the relations of land to the other factors 
in production, but also to the relation of all the other factors to 
land, and to the relations of all the other factors to one another** 
(p. 444). But, unlike many other economists, our author, having 
destroyed the theoretical basis for a special treatment of land, 
resolutely declines to reinstate it on technological and practical 
grounds. On the contrary, he exposes all such attempts to a 
merciless fire, and adds the luminous suggestion that they have 
their real origin in ‘the legal distinction between real and per- 
sonal property. “It would, then, be a most interesting investiga- 
tion, if only one had the necessary learning, to trace out the 
manner and degree of connection between the legal distinction 
of realty from personalty and the economic distinction of land 
from capital. That the parallelism is more than merely fortuitous 
may be taken as beyond doubt “ (p. 510). 

The general exposition of the principle of distribution, though 
substantially sound, suffers, in point of clearness, from an attempt 
to make two meanings of “marginal** (recognised as distinct) 
run abreast, and from failure adequately to distinguish between 
the declining significance of homogeneous units successively con- 
sumed, and the varying significance of any unit as it forms a 
member of a larger or smaller group of homogeneous units 
simultaneously engaged in combination with some other factor 
or factors. Moreover, it is the doctrine of substitutions between 
productive factors which gives the finishing touch to the theory 
of distribution and shows the complete analogy between the 
process by which each individual entrepreneur adjusts the 
estimated significance which each factor has for himself to the 
market price, representing the (marginal) significance of the same 
factor as estimated by others, and the parallel process by which 
the individual consumer so regulatfs his expenditure as to bring 
the marginal significance of all the articles he consumes into co- 
incidence with their prices. Yet it is not until long after he 
has finished his formal treatment of the problem of distribution 
that Prof. Davenport gives us (on p. 428, for instance) his most 
luminous observations on this theory of marginal substitutions 
which is essential to it. 
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But in spite of such faults of arrangement and the like (our 
criticisms of which might in truth be considerably expanded), it 
is impossible not to be impressed by the sweep of the whole 
demonstration, tht unifying of principle, and the absorption of 
apparent obstacles or contrasts into the one continuous move- 
mem from resources commande^l to experiences desired. 

Prof. Davenport systematically starts from the point of view 
of the entrepreneur, looks at things first as tliey appear him, 
and then goes on to show that the limitations of his poin^ of 
view must be transcended before the economist can be satisfied. 
Hence, perhaps, the title of the book. But the central portions 
in which the special problems of currency, banking, the loan 
fund, credit, crises and depressions are discussed is the part which 
is most closely connected with “Enterprise.” At the same time, 
it is the least satisfactory part. It contain^ many good sugges- 
tions and shrewd observations, but an apparent w^ant of mathe- 
matical precision vitiates some of the conclusions, and a clue is 
sometimes dropped when it seemed to have been firmly seized. 
Thus on p. 317 the “quantity law ” is conclusively rejected. “As 
gold falls in the commodity market, it has to fall as money ; 
prices go up.” And, again, “The quantity of media is changed 
as a result — not a cause — of the changed level of prices.” And 
yet on p. 329 we read, “It is evident that, with bimetallism once 
established, the supply of coin for money purposes will be 
greater and general prices higher than had either metal been used 
alone.” Translrte this by the formula just given, and it asserts 
that coining two metals at a fixed par will lower the price of both 
of them in the commodity market — for how^ else could it make 
more coin enter into circulation? But to detect this and other 
such apparent inconsistencies in a waiter who has inspired so 
much confidence inevitably suggests to the reviewer the question 
whether he has really understood the author. 

Philip H. Wicksteed 

Production: A Study in Economics, By P. H. Castberg, of 
Christiania. (London : G. Allen and Co., 1914. Pp. xvi-P 
382. Price 5s, net.) 

This is the second edition of a book first published in 1907. 
The author is a banker, and the inhuence of his profession is 
very manifest throughout the book. There is little in it which 
is new to the student of economics, but the author's avoidance 
of technical language and his method of analysing concrete cases 
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and tracing out all their connections will probably be useful to 
, many who find it difficult to follow the more abstract reasoning 
of the text-books. In his prefatory note he says that the 
root idea of his book is to be found in §8, ‘‘The Distribution 
of Production,” and in § 54, “The Use of Savings.” The former 
section explains how the producers, being unable to divide their 
production among themselves directly, exchange it with the 
traders for gold, and then again return to the traders to exchange 
this gold partly for goods produced in the country, partly for 
foreign goods which the traders had obtained in exchange for 
native produce. The latter shows that savings are first made 
in gold, but correspond to an unconsumed portion of the national 
produce, which is ultimately transformed into articles (factories, 
furniture, &c.) better fitted for accumulation. He then traces the 
movement of goods uuthin the country, the exchange for foreign 
products, the effect of earnings made abroad, the effect of savings ; 
in fact, the whole machinery by which goods produced are brought 
into consumption. The laws of distribution are not discussed, and 
when he touches on the share of the working classes, his training 
as a banker fails him. On the application of public money to 
“socialistic objects, such as meals to poor school children, labourers’ 
pensions, and wages to the holders of a number of little sinecures 
created for persons from the lower classes of society,” he says : — 
“The working classes receive this part of their income as a gift, 
whereas the producers and transformers have to work for their 
income.” The working cJasscs would certainly coptend that meals 
and pensions were wages paid in another form. 

A large portion of the book is devoted to an explanation of 
the functions of the banking system, and here he is naturally 
on much surer ground. Deposits, loans, bank-notes, cheques, 
the money market are treated at length, and the constant refer- 
ence to Norwegian experience and conditions gives a certain 
freshness to the discussion. A chapter is devoted to “protection,” 
and he points out that the first effect is to raise the price of the 
goods now produced at home. Subsequently there comes an 
excess of production, and the protected country is forced to 
export ; increased competition at homg will also compel a reduc- 
tion of the formerly enhanced prices unless the manufacturers 
combine to keep them up. Small protected countries can hardly 
become exporting countries. Norway, with its waterfalls as a 
source of electricity, might become a manufacturing country, 
and “by submitting to the sacrifices laid upon him by the pro- 
tective duty, the Norwegian of the present day may possibly 
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assist in making Norway, at some future time, a manufacturing 
country. This, however^ is only a very distant possibility, so it 
is questionable whether the Norwegians of the present day ought 
on the whole to make any such sacrifice.” 

Henky W. Macro sty 

Economic Notes on English Agricultural Wages. By E. 

Lennard. (London : Macmillan. 1914. Pp. 154.) 

The author, though anxious to avoid a merely inconclusive 
result, is fully alive to the complexities of the problem of State 
regulation of agricultural wages. Within the limit of a small 
book he contrives to deal with many questions in a very pains- 
taking and impartial spirit. The faults, indeed, seem rather on 
the side of over-elaboration rather than the reverse. The clearness 
of the reasoning is rather blurred by the author’s anxiety to omit 
none of the many ‘‘possibilities,” and this might lead a casual 
reader to think that the conclusions reached are much less definite 
than a careful study of the book would show them to be. 

The author is definitely in favour of compulsory minimum wages 
fo>’ agriculture, and he points out various reasons for thinking that 
this policy would neither cause serious unemployment nor lead 
to any considerable reduction in the numbers employed in agricul- 
ture, though it cannot be said that the latter conclusion is reached 
very decisively. 

The reasoning is not specially novel, but the book serves well 
in bringing together most of what can be said a priori on the 
subject. There is purposely no labouring of the point that wages 
are in many districts miserably low, because, as the author says 
in his preface, ‘‘a demonstration of the possibility of improvement 
is a sufficient reason for action without the sentimental appeal 
provided by a tale of horror.” There is, however, a review of 
the data as to wages, and some interesting novel statistics of 
heights and weights of boys aged twelve in rural schools in a 
number of counties with relatively high wages, and a number 
with ffelatively low wages (pp. 83 and 84). The figures show, 
curiously enough, that the low- wage counties seem to have slightly 
heavier children than the high-wage counties. Oxfordshire heads 
the list with an average weight of 76 lbs. (based on 489 measure- 
ments), and Derbyshire is lowest with an average of 71*3 lbs. 
(3,540 measurements). The author rightly considers, however, 
that these figures do not refute the generally accepted view that 
where wages are low the worker is apt to be inefficient through 
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lack of adequate nourishment, and that a rise in wages may well 
be expected to lead to improved efficiency. 

The author’s theoretical argument that agricultural labour is 
“cheap” in the sense that “the dearest labour in agriculture 
is cheaper to the employer than the dearest labour in other 
trades” seems open to criticism. Let it be granted that 
agricultural labourers are in a weak position as bargainers, 
through inability to combine, through the fact that the demand 
for their services does not grow as rapidly as the 
natural increase in the supply, and through the hindrajices to 
free mobility into other trades. It is still not by any means 
clear that they would not be employed up to the point at which 
the marginal labourer is just worth, to the farmer, the wage 
he is paid. If it were the case that numbers increased to such an 
extent that wages were being continually lowered, one might argue 
that the farmer’s tendency to employ them up to the marginal 
point would lag behind the fall in wages. But the fact is that 
wages have risen considerably, showing that, in spite of “im- 
mobility,” there must have been a “pull” from the outside labour 
market, as well as a push from inside the agricultural group. 
The farmer’s marginal men must have been pulled away from 
time to time, for how otherwise can we account for the raising 
of wages? It seems unlikely, therefore, that there is any specially 
wide gap between the wages paid and the worth to the farmer 
of his marginal labour. 

The author considers, however, that even if th^re is no specially 
wide gap of this kind, it is not very probable that a judicious 
increase of wages would seriously curtail employment in agricul- 
ture in the actual circumstances. In this connection it would have 
been interesting, however, if comparison could be made between 
the numbers of men employed on farms in those parts of England 
and Scotland in which wages are high, but in which the type of 
farming is fairly comparable with the type of farming in the low- 
wage counties, and the numbers employed in the latter. It is no 
use comparing the numbers employed over large areas, as is some- 
times done, when the high-wage area is predominantly^^grass- 
f arming. It may be conceded that increased wages, accompanied 
by increased efficiency, will not, in the circumstances of to-day, 
lead to further laying down of land to grass. One would like to 
know, however, whether more efficient and more highly paid 
labour in Oxfordshire and Cambridgeshire would enable farmers 
to maintain, or even to improve on, the productiveness of the 
farms, whilst employing distinctly fewer men, and the best indica- 
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tion would seem to be a comparison of numbers employed at the 
present day on good arable or mainly arable farms in Scotland 
and in the low- wage counties respectively, omitting, however, 
the small areas of very exceptional high-farming. It is to be 
hoped that the author will contrive to supplement his careful 
analytical study by some such comparison of facts as this. 

There is anotiier point which is touched upon briefly, but which 
seems deserving of more attention — the influence of the rating 
system. Given that a certain sum of money has to be raised 
locally, how far is it the case, if at all, that the raising of that 
sum by means of a rate on the annual value of immovable property 
gives a bias in the direction of keeping land as rough pasture, 
rather than ploughing it up or otherwise improving it? It seems 
probable that our system of raising local revenue may operate 
strongly in this direction, but* it should be j^ossible to show this 
by means of figures, if they could be obtained, relating to estates 
in which changes, one way or the other, have been made. This, 
it is suggested, is another direction in which more concrete in- 
vestigation is {Kissible. These are only a few of the points ol 
interest touched upon in this book which may be unreservedly 
recommended To those who are interested in this very live subject. 

C. F. Bickerdike 

An Agricultural Faggot: A Collection of Papers on Agricultural 

Subjects. By E. H. Eew, C.B. (London : P. S. King. 

1914. Pp. 183. Price 5^.) 

In this volume Mr Eew has collected ten papers, written at 
various times between 1888 and 1913. Thus a quarter of a century 
elapsed between the date of the earliest and latest paper. The 
first half of the period was one of great depression in farming, 
the second was brightened by a slow convalescence. Five of the 
ten chapters, I., II., IV., VIII., and X, deal with farming and 
farm labour, and the other five mainly with the distribution of 
farm produce. The sticks would have been placed more con- 
veniently in the faggot if this grouping had been followed, 
especially in view of the fact that the latest of the papers in the 
second group was written fourteen, and the earliest twenty-five, 
years before the book was published. 

It appears from the introduction that the papers have been 
printed almost exactly as they were originally written ; they have 
only been “slightly trimmed to lie more conveniently in the 
faggot.” This method of publication has certain disadvantages. 
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Some brief addition to the chapters on Co-operation, showing the 
growth of the movement since 1900, would have been useful. 
When Chapter V. was written there were some thirty co-operative 
societies for the supply of farm requisites ; now there are 170 
affiliated to the Agricultural Organisation Society, and the turn- 
over of one of them exceeds a quarter million pounds. A similar 
remark applies to Chapter IX., in which Mr. Eew gives good 
reasons for the adoption of the plan of selling stock by live weight. 
It may be gathered from a remark in the introduction that this 
reform has made little progress. In Chapter III., the very inter- 
esting chapter which deals with “English Fairs and Markets,” 
Mr. Eew notes that market authorities are now bound by law to 
provide “sufficient and suitable accommodation” for weighing 
cattle, and one would have been glad to know definitely how far 
advantage is taken of these facilities. This chapter gives a clear 
account of the history of English fairs and markets and of the 
origin of the franchises which they enjoy. For some reason fairs 
were especially numerous in the eastern and south-eastern 
counties. Of the total number, 1,691, in existence in England 
and Wales in 1792 no leas than 489 belonged to the counties of 
Norfolk, Suffolk, Essex, Sussex, and Kent. A hundred years 
later only 109 survived in these five counties. The reader would 
be glad to be told whether the few instances of taking market 
tolls in kind noted as remaining in 1892, when the paper was 
written, have outlived the criticism of a practical age, and whether 
octroi is still levied on goods entering the town^. of Carlisle and 
N ewcastle-on-Tyne . 

Turning to the papers dealing with the history of farming, 
we find in Chapter I., a paper read last year to the Farmers’ Club, 
a brief outline of the progress of English agriculture from the 
Conquest to the present day. It begins with a short, but sufficient, 
description of farming as it was practised for well-nigh three 
centuries, from the latter half of the eleventh to the economic 
revolution produced by the Black Death in the middle of the 
fourteenth century. Something of the same sort is occurring to-day 
in the north-west of India from the same cause. There the 
tendency to substitute contract for status in the case of village 
menials, which the introduction of our legal system started, 
has been greatly accelerated by the ravages of plague. For 
centuries Parliaments strove to control the movement in England, 
but Mr. Eew evidently thinks that the legislative restrictions 
imposed were really futile. The enclosure of open arable fields 
in the hfteenth and sixteenth centuries, to make room for sheep, 



1914] marks: the land and the commonwealth 431 

was a step in the long process which, except in the Midlands and 
a few counties elsewhere, had gone very far before the first 
enclosure Act was passed about the year 1700. The main changes 
in the practice and character of British farming in the last century 
and a half are duly noted in Mr. Eew’s excellent sketch. In 
Chapter IV., on the “Migration of Agricultural Labourers,” there 
is a temperate discussion of a thorny question. It was \vritten in 
1892, ana an addition of a few paragraphs describing the later 
history of some of the remedies that have been tried would have 
been useful. For example, when the paper was written the 
encouragement of small holdings had not passed the stage of 
suggestion, and* the extent to which the first Act on the subject, 
which was passed soon afterwards, and later legislation, have 
borne fruit might usefully have been noted. 

A fuller account of English farming in the fifty years which 
followed the abolition of the Corn Laws in 1846 is given in 
Chapter II. When it was written agriculture was in an evil case. 
Wheat reached its bottom prices between 1893 and 1896. Mr. 
Eew states tlie fact, which is emphasised by Mr. Prothero in 
“English Farming Past and Present,” that the main object of the 
Corn Laws when first introduced, and for centuries afterwards, 
was not the protection of any class, or even of any industry, but 
the securing for the nation of abundance of food at a reasonable 
cost. The aim was not high, but uniform, prices. The ill-judged 
legislation passed in 1815 made the Corn Laws protective in a 
bad sense, and involved the downfall of the whole system. While 
Mr. Eew wisely declines to dogmatise either as to probable effects 
of the retention of protection in the ]>ast or the [X)ssibility of a 
revival in the future, his final chapter on the differences between 
French and English farming throws some light on the former, and 
his remark that the demand for a minimum wage for workers may 
in the end involve some return to protection is worth noting. 
But the prudent farmer will refuse to trust to any possible fiscal 
measure as a means of working out agrarian salvation. 

J. M. Doom 

The Land and the Commonwealth. By T. E. Marks. (London : 

P. S. King. 1913. Pp. xxv-t-314.) 

The “ Land Question ” is sweeping all before it in the political 
world as suddenly as Eag-time and the Tango recently swept 
all before them in the ball-room and the music-hall. Two or 
three years ago, how many politicians knew that there was such 
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a thing as a “Land Question But ever since Mr. Lloyd George 
announced his intention of dealing with the conditions of 
agricultural labour and with other problems more or less 
closely connected with the land, politicians of every party have 
been tumbling over each other in their anxiety to produce a 
land programme. Little wonder, then, that professional 
publicists and good Liberals eager to prove their value to the 
Party are bombarding the public with books and pamphlets on 
the question of the land. Keputations and money are doubtless 
to be made out of this new form of land boom. 

These circumstances alone can explain the publication of 
Mr. Marks’ book. Three years ago, we imagine, no publisher 
would have looked at it. It is indeed a purely ephemeral work, 
and would have no popular appeal were it not for the peculiar 
conditions of the moment. It makes no material contribution 
to our knowledge of facts, and theory it hardly professes to 
touch upon. It contains, in short, an analysis of the problems 
which would have been achieved by any person of ordinary 
intelligence who had read his newspapers and reviews during the 
last SIX months. Some perorations are added which would do 
well enough on a country platform, but do not fire the imagina- 
tion when set down in print. Here is one example: — “These 
reforms are not idealistic : they are in every way practical. If 
they were adopted they would give the agricultural labourer a 
new interest in his toil. No longer would he suffer under the 
monotony and drudgery of his life : he would, become a new 
creature, and sensible of a dignity which has too long been with- 
held from him.” 

Apart from purple patches, Mr. Marks confines himself in 
the main to a statement in general terras of grievances which are 
now familiar, and to the suggestion of certain remedies. Con- 
siderations of space make it impossible to follow him over the 
whole of the ground that he traverses. It must suffice to say 
that he travels over most of the country that is marked out* for 
the forthcoming land campaign : rents, wages, and housing in 
rural districts, the leasehold system and settled estates, the 
assessment of landed property to rates and taxes — all are con- 
sidered in turn. A volume of this size would hardly be expected 
to offer an exhaustive discussion of such numerous and com- 
plicated topics. Mr. Marks’ book will prove of value to those 
who wish to master in a few hours the case against the land 
system, but to those who wish to enter at all deeply into the 
matter it will be of little assistance. 
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The remedies suggested also conform to familiar models. A 
minimum wage for agriculture, rent courts, and leasehold en- 
franchisement are the most prominent. The Single Tax is con- 
demned, but the total relief of improvements from rates is 
recommended. Mr. Marks does not, either by abstract argument 
or by the submission of evidence, help us to solve the more serious 
difiSculties in the way of introducing these reforms. He tells us, 
however, that the groundwork of his book was completed before 
Mr. Lloyd George put forward his proposals or the Liberal Land 
Enquiry Committee had published their report. Herein lies such 
importance as his work possesses. It affords one more illustration 
of the reiparkable agreement among practical men as to the 
general character of the reforms needed. G. F. Shove 

The Foundations of International Polity. By Norman Angell. 

(London : William Heinemann. 1914. Ss. 6d. net.) 

The case against armaments made by Mr. Angell in The Great 
Illusion was so far complete that he has found little that is 
really new to add to it since. His subsequent publications have 
iJeen for the most part illustrations of his original arguments 
with reference to current events. And the present volume, a 
collection of lectures delivered before various colleges and institutes 
after the propaganda of The Great Illusion had attracted wide 
attention, is not much more than a restatement. There is, how- 
ever, this difference : that Mr. Angell, having launched his theory, 
is now engaged in meeting hostile criticism, and different points 
of the case are developed and emphasised to meet the attacks 
of the critics. For instance, much stress is laid on the refutation 
of the contention, perhaps most dear of all to militarists, that 
human nature is unchangeable, and that men will always in cases 
of extreme dissension resort to arms. It is hard to believe that 
any self-respecting critic, after reading these lectures in which 
M#. Angell demonstrates not once only that the use of force is 
the negation of reason, and that man’s rational progress is there- 
fore directly away from the settlement of disputes by force, can 
ever again put forward this absurd dogma. It is just in this 
matter, the exposure of popular fallacies and assertion of unwel- 
come truths, that the author deserves his great reputation as a 
pamphleteer. Regarded as a complete volume rather than a 
number of disconnected lectures. The Foundations of International 
Polity is guilty of much wearisome iteration. This, however, as 
Mr. Angell tells us in the preface, is left uncorrected out of policy. 
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The book is intended priiAaiiily to meet objections. And since 
the same point is never twice expressed in exactly the same terms, 
an objector may evade the reasoning in one place, only to find 
himself headed off thirty pages further on. 

Mr. Angell’s main position is so well-known that there is no 
need to notice it here. In so far as his arguments are directed 
simply against armaments and the settlement of disputes by 
force, they seem to be conclusive. There is, however, a weakness 
in the further inference which he seems to draw^ that with the 
scrapping of armaments goes also the end of international rivalry 
and injustice. That this is not a necessary corollary is excellently 
shown by an illustration given by Mr. Angell himself of the 
futility of war. Over the question of the Panama Canal tolls 
America infringed a treaty and used an insolence towards England 
in the matter that in the case of Germany would certainly have 
involved a casus belli. There was, however, no war, not even 
a rumour of war. And why? Simply because, as Mr. Angell 
says, our economic dependence on America made her, so far as 
we were concerned, obviously impregnable. The economic was 
stronger than the military weapon, and we could do nothing bu^ , 
submit. Now this is an admirable proof of the futility of war, 
but it is an equally good one that the end of war is not also the 
end of international tyranny. It simply means that for bullying 
by force there may be substituted bullying by other methods. And 
when we realise what nations are likely to enjoy this irresistible 
economic force, America, Eussia, perhaps China in fact all the 
nations least educated politically » there is no cause for very great 
confidence. Mr. Angell, of course, makes the point that, since 
eonomic and national divisions do not coincide, and it is conse- 
quently impossible in the modern world for a nation to strike 
economically with any certainty of hitting its adversary rather 
than itself, therefore international econornic war is unprofitable 
and unlikely to take place. But to be assured of this we must 
wait until internal government is so far improved that it resifly 
represents the will of the nation and cannot be used ih the service 
of vested interests ; which even in the nations most developed 
politically is still far from being a facf. 

On the subject of international rivalry as opposed to co-opera- 
tion, Mr. Angell is again rather unduly optimistic. It is not the 
case, he says, that individuals and nations are rivals in the struggle 
for existence. On the contrary, so far is the Englishman from 
being the natural enemy of the foreigner that he is actually 
dependent for his very livelihood on the co-operation of millions 
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of foreigners whom he never has,^fl»d never can, see. Taking 
a short time view, this is probably true. But'‘'grari|ing*that at 
the present moment science and the opening up of mew countries 
have suspended the action of the law of diminishing returns, 
yet natural increase must in course of time again justify the old 
doctrine of Malthus. When the law is acting sharply^ then in 
a sense men agciin become competitors for the mean.^. o£. sub- 
sistence. Some solution of this rivalry must be found. Lither 
there might be a return to wars of extermination, or, ii the old 
international organisation was broken up, a policy of laissez-faire 
might prevail by which the fittest econornicail}" would survive ; 
this would very possibly effect the extermination of the white races. 
(The black races, for instance, in America, have an economic 
advantage over white men in that they require less food in propor- 
tion to their eflSciency.) Or, finally, if a highly-developed inter- 
national polity were evolved and a government set up representing 
the general will of mankind, with work not of arbitration but 
administration, then the world might be divided in such a way 
as to support not those only most economically fitted, but the 
best men from every point of view of all races. For this solution 
lo be reached it is evident that the political ed negation, especially 
of the backward nations, must be rapidly pushed forward. Failing 
this we must, in spite of Mr. Angell, look forward to much 
cruelty, military or economic; it is not clear that the former is 
the worst. 

F. McM. Hardman 


lmmigrat%n: A World Movement and its American Significance, 
By Hei^ry Pratt Fairchild. (New York : Tlie Macmillan 
Company. 1913. Pp. ix + 455. Price 7s. 6d.) 

Mb. Fairchild’s book represents the increasing disquiet with 
which many Americans are beginning to regard the immigration 
stream. He argues that the problem has changed ; that the immi- 
grants of to-day are less desirable than the immigrants of a genera- 
tion bacl^ and America less capable of assimilating them — and 
that, therefore, the policy of the country must be adapted to the 
new conditions. ‘He looks to “some far-reaching, inclusive plan 
of regulation ... in which all countries concerned will concur ” ; 
or, failing that, to a radical restriction of the numbers of immi- 
grants until such plan can be devised. The evils which have 
brought about this change of feeling in America Mr. Fairchild 
attributes mainly to the “new immigration” ; and he brings out 
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very clearly the distiactibn oetween this “new immigration,” 
artifici^iily atid derived from Southern and Eastern 

Europe, *'^ni ^e old,, lAiiek was a far more spontaneous flow, 

^ fr<5m|fe(^j^ormerh of Europe. The “new idamigration ” 

became. Maportant in the ’eighties, and has since in<!5reased very 
rapidly, lyhile the old has dwindled. At the same time the United^ 
States changed greatly, owing to the growth of industrial and 
urban lif^ the filling up of its vacant land, and the increasing 
proportion of foreign-born to native inhabitants — all nlatters which 
affectPjkis power of assimilating newcomers. The general course 
of the immigration movement Mr. Fairchild sketches in several 
interesting historical chapters, and then devotes the main body 
of his book to a study of the effects of the great volume of immi- 
gration. In this respect he pays *but scanty attention to what 
America owes in a general w^ay to her immigrant population, but 
he makes a careful study of the connection between the un- 
restricted immigration and such developments as the decline in 
the native birth-rate, the depression of the wages of native 
workers, the increase of pauperism, the formation of racial groups, 
the decline in the average efi&ciency of the population, and the^ 
recurrence of industrial crises. Directly or indirectly, the immi- 
grants have played some part in all these things, though it is not 
easy in every case to determine exactly what part. 

But the immigration question is not simply economic in its 
bearings. In a new country its significance is very great, since 
it touches the making of the nation. Fo» good and evil, the 
immigration stream has been one ofc the main influences in 
American history in the last hundred yeajs. vit i^S..ii^ayed the 
formation of a distinctive race and culture The many 

new elements in the population have yet to be nlingled to form 
a race, and their various national characteristics united in the evo- 
lution of a culture. The Americans have spread across the continent 
a civilisation of great material power, hut it is a civilisation and not 
a culture, and the America of the future is^tiU in the making:' ^ 
Moreover, the movement has provided a qonstaift connection witlt'V 
Europe. Geographically separate, politically aloof, thfe United 
States has, none the less, been ciosely bound no witfrihe life 
of Europe by this ever-flowing stream of people^ has not had 
the separate and individual development that its ither condifJAs 
promised. None the less, in spite of the thirty millions of immi- 
gi:ant8 who have entered the country since 1820, the civilisation ofc 
" America remains American. No part of American life has been 
4<3-ermani8ed or Italianised, or become Czech or Greek. Anglo- 
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Saxon ideas in politics and economics Tceep control, and there is 
no race sectionalism in the country. The ^perior lilentAl force 
of American life Las ensured this degree of assimil^tidn, and pre- 
dicates in thuilong run a complete assimilafcion. , The forii!||ll3ion^ 
of race groups, which Mr. Fairchild discusses, seerOs not an 
enduring phenomenon^ but \ matter affecting the first generation 
of immigrants ; for the fact is that the race feeling of the im- 
migrant, which differentiates him from his American environment, 
is weak relatively to the desire for betterment which has placed 
him in it, and which steadily assimilates him to it. But, though 
the Anglo-Saxon controls the progress of civilisation, in the long 
run a new race will be formed whose capacities will be the deter- 
mining influence in American life. Immigration not only leads 
to the forming of new races, 'it also tends to the equalising of 
economic conditions between the various countries affected. The 
existence of a flow of population from one* country to another 
is due to a real or supposed superiority of conditions, usually 
economic conditions, in the receiving country, and the effect of 
the flow tends to diminish this superiorit}'. So long as America 
permits a relatively free immigration, immigration will con- 
tinue, until the other nations of the world cease to believe that 
her standard of life is superior to. their own. In such a process 
it is natural that a time arrives when the receiving country becomes 
apprehensive as to the loss of its relative superiority and as to 
the change in its race character, and contemplates the application 
of a reasoned policy to a process of nature. America seems to-day 
to be moving towards that point. 

Mr. F^rchild has glyfen us a^broad*, careful, and valuable study 
of the An^rica^ problem. With the latest statistics he has been 
able to deal with new features in the question like the counter 
movement of returning immigrants, and he also writes in an 
interesting way of the effect of emigration on some of the countries 
of Europe. He has not, we think, demonstrated that America 
"could have made her present progress had she followed a less 
liberal policy in 'this *matter, or even that she could have held 
Western .^merica against the Asiatic invasion, but in a sane and 
sympatheitc way he has stated the case for a new attitude to 
a changed problem. 

" ''^^0 " ' E. A. Benians 
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Social Reform, its MateS^^^Skdities and Delusions : An Examina- 
tion of .the Increase on3 Distribution of W*4alth from 1801 
ft 1910. By W. H. Mallock. (London : John Murray. 
TO14.‘ Pp.,xii + 391.) ^ 

follo^v^ijig a^nishing atatemefit, pii pp. 337-8 of Mr. 
Mallock’ s book, shows the conclusions to which his examination 
of statistics leads him : — '‘The most drastic redivision conceivable 
of thd entire present income of this country . . . would . . . 
yield an income of i£36 per inhabitant, as against £34, which is, 
under existing conditions, the average per head of the classes not 
subject to income-tax ; and the increase would be more than 
neutralised by the equalisation of taxes, rates, and savings. The 
average net income per family of 'five persons, in which such a 
redivision would result, would be theoretically about £130. The 
average net income per family of the classes not subject to income- 
tax is, at the present time, about £150.” 

So far as can be gathered from the extremely confusing arrange- 
ment of the book, which contains no table, no cross references, 
an erroneous index, much repetition, and interminable verbosity, 
the figures quoted are obtained as follows : — 



£000,000. 


£000,000 

Assessed to Income Tax less 



1 Total national income 

2,020 

exemptions 

820 


Above £160 

720 

Subtract extra allowance for 





upkeep 

100 

720 

Below £160 

1,300 

Subtract also : 





Income from abroad 

190 




Fancy values 

30 




Saving 

160 

380 



Available income above .CIGO 


340 



,, „ below £160 


1,300 



Total available for division 

... £1,610 1 




Space does not permit the examination of each of these totals, 
no one of which is c*ertain. 'lire subtraction of the £100,000,000 
for upkeep of capital is based on the idea that the sum of 
£175,000,000 estimated for this purpose in the Census of Produc- 
tion is all of it returned as income, and ought therefore to be 
exempted, instead of the £67,000,000 actually allowed. There 
seems to be no reason for accepting this view. The “fancy 
values” are inflated values of services and houses which depend 
on the existence of large incomes. The amount below £160 is 
obtained by subtracting the corrected income above £160 from 
the supposed national total. This total is supposed to come from 
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the Census of Production and to be accepted byi^xpett statisticians 
(p. 114) ; actuaj^ so large a total has generally been obtained 
by allowing for undeclared foreign and hojae income, and* not 
allowing an additional sum for upkeep, and in fact only 1,000 lo 
1,100 millions has been generally included for incorne below ^60. 

Taking this deflated^otal for higher incomes and infi^tefteilal 
for lower, Mr. Mallock assumes that there were l,4O0,pod income- 
tax payers in 1910, thus calmly adding 300,000 to thd estiraoutes 
generally made, and recently confirmed by the statements con^ 
nected with this year’s Budget. He then assumes that’ th each 
income-tax payer corresponds a family of five persons, making 
no allowance for the possibility of two income-tax payers in a 
family, and (in another connection) assuming that a family that 
has one income-tax payer coritains no other earner. He next 
plays about with the Census of Population figures till he has two 
and one half incomes per non-income-tax pa*ying family (wage- 
earners or middle class) ; or, to put the arithmetic otherwise, he 
finds 38,000,000 persons in 7,000,000 households to participate 
in his £1,300,000,000, and so obtains £170 per household, or 
£34 per person. Most statisticians would give about £25 per 
person. He gets £36 per person (all classes together) by dividing 
the national income reduced by income from abroad and savings 
and fancy values by the whole population ; £40 would be quite 
as reasonable an estimate on his basis. Thus the figures in the 
first half of the sentence are obtained. He assumes that the 
classes not subject to income-tax save or pay in rates and taxes 
£20 a year, and so gets £150 per annum as their net income “at 
present” (the dates to which his figures relate are very vague). 
He then makes a most astonishing blunder ; for having already 
subtracted £160,000,000 for the savings of the income-tax paying 
class, he takes it off over again, and reduces his £1,640, 000, OOU, 
by a further £450,000,000 for taxes, rates, and savings, and so 
arrives at the £130 net income per family in the second half of 
his quoted sentence. It may be wondered whether the author’s 
numerous following will accept his discovery that the families 
of the well-to-do, if it were not for income from abroad, would 
spend less than the working-class.^ 

This resulting statement is only the climax of a series of grave 
misunderstandings and mishandlings of current statistics, com- 

1 Apart from this mistake Mr. Mallock’s average income-tax-paying family 
appears to have £516, of which it pays £100 in rates and taxes, saves £116, wastes 
£20 in expenditure at fancy values, and has £280 to spend. Of the whole, £140 
comes from foreign iifvestments. The mistake leaves him only £166 to spend. 

G G 2 
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mitted without knowledge of their inadequacy for the author’s 
purpose or any perception of the cumulation of errors to which 
a continual bias in selection leads. If this were only an incident in 
an otherwise important work, it would not be necessary to 
emphasise so much this statistical ineptitude; but the whole 
purpose" of the book, in spite of its misle^ing title, is simply an 
attack on what the author regards as the programmes of various 
schools of Socialists and Eadicals, and the principal weapon used 
fe criticism of the statistical statements they are supposed to 
have made. There has, no doubt, been gross exaggeration by 
some speakers and writers of the proportion that unearned income 
bears to earned, and a sober and straightforward criticism of any 
mistakes which are still currently held would be of great service ; 
but the writer of the sentence which I have endeavoured to pillory 
is not entitled to accuse anyone of bias or of mistakes. 

The way in which Mr. Mallock garbles his quotations is nearly 
as serious as his abuse of statistics. For example, he has “dis- 
covered” the detailed report of Pitt’s income-tax statistics, which 
he quite erroneously supposes not to have been known and to 
which he attaches undue importance; in dealing with them he 
adds one-eighth to all without explanation ; he assumes that there 
are only five persons to a family, takes all persons with less than 
£160 in 1801 as belonging to the working-class, divides £60 by 
52 and gets 22^. as the quotient, and manages to give the reader 
the idea that all this is to be found in an official report published 
in 1802 collating incomes and population ; this he does by not 
distinguishing the statements in the reports from the deductions 
he makes himself (pp. 53-5). 

On pp. 131-2 he quotes from the British Association Committee 
on small incomes, which he says received “semi-official assistance 
ipf an exceptional kind ” (which was not the case) ; this he merges, 
on pp. 57-8, with the Wage Census of 1906, of which no summary 
report has been published, and which excludes agricultural 
labourers, coal-miners, and other important classes, and his word- 
ing gives the impression that the very hazardous statements with 
which he follows are made on their joint authority. His actual 
words are : “It appears from a comprehensive analysis of the 
Board of Trade Eeturns, supplemented by the results of a semi- 
official enquiry, recently carried out by a committee of well-known 
economists, that . . . about 2,000,000 [adult male workers] 

^ Statistical Journal, 1914, p. 200 and p. 676. Any one can find the figures the 
author uses by spending five minutes intelligently in the Newspaper Room of the 
British Museum. 
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earned less than 22^. a week, etc.” Nothilag resembling this 
statement is to be found in the Committee’s report or the Board 
of Trade Eeturns ; it is entirely Mr. Mallock’s. 

On p. 350 he gives, on the authority of the present reviewer, 
statements, relating to the year 1880, of the income of the popula- 
tion per head and of the working-class per head. The book to 
which he refers deals with 1882 or 1883, not 1880, and does not 
give any of the statements he makes. 

We are promised a book in the near future as to rational 
constructive reform, now that the author has demolished the 
fallacies of his opponents ; but we can hardly hope that it will bo 
very helpful, for the author regards existing discontent as quite 
unreasonable, and does not upderstand that among its principal 
causes are the perception, or belief, that real wages have recently 
been stationaiy and falling, and that there is an enormous amount 
of poverty due to sheer inadequacy of current wages of regular 
unskilled labour to maintain a tolerable standard of living. 

A. L. Bowley 

Insurance and the State, By W. P. Gephart, Ph.D. (New 
York: The Macmillan Company, 1913. Pp. xiii. +228. 
Price 5s, &d.) 

Dr. Gephart, who is Professor of Economics at Washington 
University, deserves credit for having written on a subject which, 
as he himself laments, has received from the standpoint of “formal 
study and writing . . . surprisingly little attention in the 
United States,” and which has certainly received scant attention 
in England. 

The plan of his little book is a good one — he divides it up 
roughly into three equal parts, dealing respectively with the natur6 
and relation to the State of Life, Eire, and Social insurance, — for 
clearly each branch has its individual problems. Closer study of it, 
however, leads to disappointments. The first is due purely to the 
scope of the inquiry : the author looks at things as an American 
and a good deal of his argument cannot be applied at all to the 
solution of English difficulties. Insurance in America is under 
the eye not Of the Federal Government, but of the individual 
States, the result being a medley of conditions analogous to the 
confusion that used to exist in the States of Germany. It is 
another instance of the peculiar legislative difficulties of the 
United States to which, for instance, Professor Taussig calls 
attention : “The national Government lacks constitutional power. 
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The several States cannot act in unison, and yet are deterred from 
proceeding separately by mutual fears and jealousies.” The 
manner in which Germany attacked the problem of social insur- 
ance is well known, but she also reduced the rest of her insurance 
system to order by the very important measure of 1901, just as 
thirty years or so before she had grappled with the chaotic con- 
ditions of her currency and banking. What exactly Dr. Gephart 
proposes for America is not clear. We gather, though, that State 
insurance to him means, not a system of complete control by the 
Federal Government, but a more perfect supervision on the part 
of each separate State with a greater degree of uniformity as 
between them all. Even then he is not at all settled in mind. 
Thus at one moment he is inclined to be light-hearted about con- 
stitutional barriers : “Constitutions and laws . . . present but 
temporary obstacles to the assumption or even monopolisation of 
the insurance business by the State ” (p. 9) ; at another he is 
palpably depressed : “What troublesome questions might arise 
under . . . provisions of the federal constitution in the event 
that a State should endeavour to monopolise insurance cannot 
be predicted” (p. 79). 

The book, whilst American in outlook, does not, it is true, 
altogether ignore the conditions in other cbuntries, but little 
attempt is made to apply the experience of those countries to 
American problems, and the chapter on “State Insurance in 
Practice,” which aims at summarising what other countries have 
done, is valueless. Germany, to take one example, is dismissed 
in four lines (its social insurance is promised consideration later, 
a promise which is very inadequately fulfilled), the burden of the 
four lines being that some German States, such as Bavaria, furnisli 
instances of public insurance, but no example of State monopoly. 
The truth of the matter is that Bavaria itself presents a typical 
example of State monopoly. 

Even within the limits set by the scnpe of the book, 
there are serious defects. To do Dr. Gephart justice, 
his preface modestly claims to raise rather than to answer 
questions. Throughout, however, the great broad questions at 
issue are not brought easily or naturally into our minds. For 
instance, there is not sufficient insistence upon compulsory in- 
surance and State monopoly as two distinct proposals, and those 
points to which Dr. Gephart does give more emphasis are rather 
confused for us by his entirely laudable desire to be perfectly 
fair to both sides. It is, in fact, rather as if private and public 
insurance had been started off tied neck to neck, so that if one 
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should get in front it could not in any case be very far in front, 
or for very long ; and if Dr. Gephart does not actually back them 
both, at any rate he cannot bear to see either of them beaten. 
Such a fault, all the same, is akin cO virtue : there are others 
which need more excuse. The assertion that voluntary insurance 
in America far exceeds in volume the insurance of the rest of the 
world (p. 5) has no particular bearing one way or the ctber, but 
is difificuU to reconcile with figures. The preliminarj' inquii^ into 
the character of insurance in general affords an example of tne 
sort of looseness of reasoning which manifests itself at times. 
Insurance is defined as the combination of a ‘'number of in- 
dividuals necessarily exposed to a risk for the purpose of collec- 
tively assuming, and therefore distributing, a risk otherwise borne 
by the individual ” (p. 5). Any attempt to apply the definition to 
life insurance leads to absurdity. We are told later on that death, 
among other things, is a risk in this sense, and again that 
insurance is a means of reducing such risks ; from all of which 
we should have to infer that death is a risk which is reduced by 
insurance because of its being thereby shared between us and 
others. 

When we come to the section on social insurance, we still find 
our attention directed almost exclusively to the American position, 
>and America alone of leading nations clings to the idea of a 
limited responsibility for accidents on the employer’s part, i.e., 
responsibility only when his negligence can be proved. All the 
evils that can result from that attitude arc present in the United 
States — the long-drawn-out law-suit, the growing friction between 
man and master, the hope of a prize and the fear of a blank in 
the lottery in which not only injured workmen, but hosts of 
unscrupulous law^yers take part. In a word, the attitude typified 
by such a passage as the following becomes inevitable : “It was 
not to be expected . . . that the insurance company should serve 
the working men, . , . The company could not at the same 
time be a protector to the employer against his workmen and a 
preserver of the interests of the workmen” (p 188). Here the 
two broad issues are, therefore : first, should the present system 
remain or should the principle of virtually complete liability be 
adopted? and secondly (a) should there be compulsion to insure? 
(b) should there be State institutions either with or without 
monopoly? These two issues Dr. Gephart fails to keep distinct. 
He confuses us at the outset by stating that “most of the im- 
portant European countries have made this form of insurance 
compulsory” (p. 183), when apparently what he means is that 
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they have recognised the principle of the wider liability of em- 
ployers. At least, one can only adopt that interpretation of his 
words in view of his subsequent statement that the character 
of social insurance makes compulsion “the only possible working 
basis” (p. 183i, when in truth the English system offers an 
outstanding instance of a liability imposed without any restrictive 
regulations at all as to insurance. There is nothing in the world 
to compel an English employer to insure in any institution against 
accidents to his men, except perhaps his common sense. The 
author does not defend present conditions in America (which in 
some of the States are undergoing modification), but he again con- 
fuses the issue by using the fact of some of the existing evils as 
an argument in favour of a State monopoly, when possibly they 
only constitute an argument for a new law of liability. Things 
become further complicated when he first assures us that “it is 
not because of any lack of constitutional power to regulate the 
private companies that a State monopoly should be urged” 
(p. 186), and then offers us, as reasons for urging it, alleged 
ailments of the insurance organism which seemingly the kind of 
regulation spoken of could cure. It must in fairness be added 
that possibly some of the statements made are not to be regarded 
as indicative of what Dr. Gephart thinks, but of what other people 
think. Frequently throughout the book it is difficult to decide by 
whom an argument is being advanced, whether by the author 
himself, or by the man on the other side of the fence. 

There is, then, no broad statement of the^ case, no clear 
presentation of the issue— or surely we should have some reference 
to the contrasting modes of dealing with the problem illustrated 
so conveniently in English and German methods respectively. 
Certainly the author does refer in his concluding chapter (which 
devotes some dozen pages to sickness, old-age and unemploy- 
ment insurance without adding anything to our knowledge) to 
German social insurance as a whole, and oddly enough this one 
subject is evidently regarded as being quite non-controversial : 
“In Germany social insurance commands the approval of all classes 
by its results. It has produced a powerful effect in the . . . life of 
the German people, and has doubtfess had not a little to do in 
bringing to the Germans that reputation which they have for 
industrial efficiency” (p. 220). 

The impression with which this final section of the book leaves 
us is that social insurance is good, but State social insurance is 
better, and an equal mixture of State social insurance and volun- 
tary social insurance is best of all ; that in any case it is to be 
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questioned whether a system of social insurance by the State is 
possible when you have America to deal with ; and anyhow you 
can never tell, for “it is manifest that experience alone can prove 
or disprove many of these contentions ” (p. 207). 

A. Fingland Jack 

A History of Socialism, By Thomas Kirkup. Fifth edition, 
revised and largely rewritten by Edwai“d E. Pease. (L^ndon : 
A. & C. Black. 1913. Pp. ix + 490.) 

This book, the first edition of which was published in 1892, 
has for some time been recognised as the best brief introduction 
to the theories of the most famous Socialists. In the present 
edition considerable changes have been made by Mr. Pease, the 
Secretary of the Fabian Society. The first ^ine chapters, which 
deal with Socialist thought from St. Simon to Marx, and with the 
beginnings of the modern Socialist movement, are virtually un- 
altered. Additions have been made to Chapters X. (Eevolution 
inEussia) and XI. (Anarchism and Syndicdism). Chapters XII. 
(The Progress of Socialism Abroad), XIII. (The Modern Inter- 
national) and XIV. (The English School of Socialism) are the 
exclusive handiwork of Mr. Pease. The two final chapters are 
a condensation of the six final chapters of the previous edition, in 
which Kirkup attempted to “interpret ’’ Socialism to his readers. 

Mr. Pease has also added some appendices, including the Basis 
of the Fabian Society and a chronological list of general strikes, 
beginning thus (p. 467) : — 

“b.c. 494. Italy, Kome. Plebeians marched to the Sacred 
Mount. Complete victory. Syndicalists regard the success of the 
first recorded general strike as a good augury.’* 

But, apparently, there were no more general strikes till 1874 ! 

It is doubtful whether Mr. Pease’s revision has improved the 
book. Kirkup was concerned, primarily, with men, with the 
theories of bold and original, though often grossly inaccurate, 
thinkers. Mr. Pease is concerned, primarily, with movements. 
He is, indeed (p. ix.), “convinced that historians will recognise 
that the successor (sic) to Karl Marx in the leadership of Socialist 
thought belongs to Sidney Webb,” but of the thought of Sidney 
Webb, or of any other modern Socialist, he has very little to say. 

On the other hand, he has much to say of the procedure at 
International Socialist Congresses, of the circulation of various 
Socialist journals, and of the details of Socialist organisations, from 
Bulgaria to the Argentine. Most of this rather tedious information 
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is quite out of place in a book of this type. Further, the electoral 
statistics, with which Mr. Pease makes great play, do not bear 
the interpretation which he seeks to put upon them. The growing 
strength of the so-called Socialist parties throughout the world 
is no index of the growth of distinctly Socialist opinion. All 
Socialist parties, as measured by their strength at the polls, con- 
tain, no doubt, a nucleus of genuine Socialists, but there is no 
reason to suppose that this nucleus is ever very large. Most of 
the four million Germans who voted Social Democrat at the last 
elections voted for Parliamentary Government, for freedom of 
speech and public meeting, for a lowering of the tariff, and, no 
doubt, in a general way for social reform and against certain 
features of the existing order. But they did not vote for the 
nationalisation of any of the means of production, nor is there 
any evidence to sho’^ how they would vote on such an issue, unless 
it be the naive passage in which Mr. Pease informs us (p. 313) 
that in North Germany “any proposals for increasing State 
management of industry are distasteful to the Social Democrats, 
because they would limit the political freedom of the workpeople 
concerned ” ! 

What is true of Germany is i-rue, with slight modifications, 
of most other countries. The so-called “Socialist Movement” is 
a movement not towards more socialistic forms of industry, but 
towards more democra^tic forms of government. The advance of 
the Socialist movement is not the same thing as the advance of 
Socialism. 

The weakness of such a passage as the following (p. 307) is, 
therefore, obvious : — 

“As the conversion of Europe to Cliristianity occupied ap- 
proximately 1,000 years, and went on steadily, irresistibly, and 
without substantial check, so the conversion of Europe to 
Socialism is proceeding as steadily, as irresistibly, and with even 
less sign of reaction, and at ten times the pace, so that it is hard 
to believe that wfthin a century of the death of Marx any civilised 
country will remain where it is not triumphant.” 

As might be expected, Mr. Pease has much to say in praise of 
the Fabian Society (pp. 367-381),?ind gives us a frank description 
of its methods and point of view. The characteristic Fabian habit 
of mind is said to be partly due to the fact that several of the 
original Fabians w^ere in Government service as first division clerks. 
“To men in such service many ways of influencing political action 
are apparent which the outsider cannot realise. The country is not 
so much governed by the votes of the electors as by the ideas put 
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into the heads of official persons . . . know more than other 
people, know what you want, and you can make other people 
carry out your ideas ” (p. 379). 

We have here an interesting exception to the general rule that 
the Socialist movement throughout the world is a democratic 
movement. 

But it seems probable that the historian of the fiifcure will 
assign to the Fabian Society a slightly less prominent place in 
the world’s history than does Mr. Pease. 

Hugh Dalton 


The Civil SerrC'c of Great Britain. By PonuRT Mosrs, Ph.I). 
(Columbia University Studies, Vol. Ivii., No. 1. New York : 
]jongmans, Green and Co. London > P. S. King, 1914. 
Pp. 324. $2.00.) 

This volume does not purport to be a detailed study of either 
the history or the present organisation of ihe British civil service. 
It is an account, and in the main a panegyric, of what the author 
regards as the “brilliant and fai’>sighted plan to attract the most 
intelligent and capable young men in iiniveisilies into the Govern- 
.ment service,” by means of a system of comjxditive examinations 
and the broad division of the service between a comparatively 
small, highly educated class recruited (in fact, though not form- 
ally) from a limited field, and a large, moderately educated class 
of officials admitted by examinations of a lower grade, and de- 
barred from rising, save in exceptional cases, into the higher 
division. Dr. Moses gives a useful account of the discussions 
in which this scheme took its rise, the criticisms which it has 
encountered from time to time^ and the various official inquiries 
into its operation, ending with the present Eoyal Commission ; 
and though his work contains, in this respect, little that will be 
new to English readers, it offers to American readers a valuable 
addition and corrective to the classical work of Eaton. 

The main purpose of Dr. Moses is to urge the introduction of 
a similar mode of recruitment into the federal service of the 
United States, whose present system is “ to attract a very miscel- 
laneous and often ill-educated division of clerks by quasi-com- 
petitive examinations of the lowest conceivable standard, and 
to wait in vain for them to develop first-rate administrative 
ability.” With this purpose in mind, it seems a little unfortunate 
that the publication of the work before us could not have been 
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deferred until after the issue of the Eeport of the Eoyal Commis- 
sion appointed in 1912 (the evidence is extensively used). It 
is no doubt interesting to the American reader to learn that, in 
Dr. Moses’ opinion, “with due regard to the evidence, the present 
Eoyal Commission can hardly come to other” than certain con- 
clusions ; it would be more practically useful for him to know 
the conclusions actually reached, and a delay of a very few months 
would have made this possible. Admittedly, on some important 
points Dr. Moses has anticipated the findings of the Commission. 
Thus his dicta (p. 242) that “free education from the primary 
schools through the universities in liberal arts or science be in- 
sured to every ambitious and deserving pupil ; that the Civil 
Service examinations for such positions as boy clerkships and 
second division clerkships be arranged in conformity with primary 
and secondary education standards, so as to encourage and stimu- 
late effort in the free schools,” and that “the examinations for 
Division I. be modified so as to attract more men from the new 
universities,” are in substantial agreement with the recommenda- 
tions of the Commission (Nos. 1~4, p. 101 of Cd. 7338). He 
recognises, as all students have done, the evils of the boy-clerk 
system, and the very unsatisfactory position of the assistant clerks, 
but his suggestions for dealing with these matters fall somewhat 
short of the proposals of the Commission. On the other hand he 
appears to find rather more justification for the complaints of 
the second division than the Commissioners were disposed to do ; 
in his judgment (p. 241) “there is not enough promotion from 
Division II. to Division I.,” whilst the Commissioners are of 
opinion (p. 61 of Cd. 7338) that “the opportunities of promotion 
for clerks of the second division have been in the past amply 
sufficient both to reward merit and to satisfy all reasonable ex- 
pectations.” Both the Commission and Dr. Moses think, how- 
ever, that for such promotion as is given the minimum period 
of preliminary service in the second division should be reduced 
(the Commission recommend that six years should be substituted 
for eight). 

The present work is of interest to English readers chiefly for 
the information it furnislies as to the recruitment of the federal 
civil service in the United States so far as the principle of com- 
petition prevails. We have space here only to mention the 
“apportionment” theory, under which each State has its fixed 
quota of places in the service, so that a candidate from Massa- 
chusetts with high marks in a competitive examination may be 
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passed over in favour of a candidate from Utah with considerably 
lower marks, if Utah has not yet received its full quota ; bidding 
for salaries — the practice by which a candidate indicates the lowest 
salary he is willing to accept ” ; and the generally low level of 
salaries ($3,000 being a maximum only very infr^^quently sur- 
passed). This last fact combines with the abaeiice of adventitious 
attractions (of social standing, or other) to produce the result that 
it is very difficult for the departments to retain their ofilciak for 
any length of time— in 1907 there were 15,289, and in 1911, 
11,153 resignations from the United States civil service, and the 
Patent Ofl&ce “has become merely a post-graduate school for the 
technical and legal education of young college men’’— 135 out 
of 300 examiners resigned in live years, most going into the 
service of great private concerns. Some specimen examination 
papers for the first grade clerkships in the Q.S. service are printed 
in an Appendix, with the comment that “even the boy clerks in 
England would scorn such examinations as tests of education.” 
For the extension of the range of comj>etition, for the raising of 
the standard of examination requirements, and for the general 
uplifting of the service, the author, like reformers in so many 
other fields, appears to pin his faith to President Wilson. 

There is a full table of contents, hut the absence of an index 
is unfortunate. And finally, we cannot but regret that Dr. Moses 
should have thought it necessary to repeat, with regard to certain 
specified persons, both in this country and in the United States, 
irresponsible allegations as to the reasons for their appointment 
to particular posts. To do so can serve no useful purpose, and 
so far as they relate to the United Kingdom, Dr. Moses might well 
have imitated the reticence of the Iloyal Commission. 

Pkrcy Ashley 


Capital and Labour. By W. T. Layton, M.A. (The Nations 
Library : Collins. 1914. Pp. 260. Price 1^.) 

Staeting from the fact that the present unrest is not the 
work of mere agitators, but is based on moral causes and guided 
by ideals, Mr. Layton sets out to describe the relations of Labour 
and Capital with a view to discovering a fair modus vivendi. He 
accepts the wage system, failing any practical alternative to the 
method of distribution, which aims at apportioning reward to 
the value of service rendered. He adopts, and concisely explains, 
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with historical verification, the theory of wages as based on 
“marginal productivity,” and holds that it is sufficient that this 
should work out in one great industry, so as to give a basis of 
reference ; the relative amounts of capital and labour, reflected 
in the relative intensities of their demand for each other, determine 
the marginal values at any time. Mr. Layton treats profit as a 
third element, but I am not sure that this does not overlap his 
general analysis, his chapter going to show how the share of 
Labour may be kept down by what amounts to a misrepresentation 
of the amount of capital, by watering, or other failures in 
accounting. The problem of wage changes in relation to price 
changes is worked out by the distinction between those price 
changes in food which are due to increased pressure on the world’s 
resources, and those in manufacture, which may be due to 
organisation. The former changes do not alone establish a claim, 
unless in the latter case there is an increase in efficiency. And 
this of course exists, it may be added, if the rise in price is general, 
as the author points out ; since efficiency is a product of output 
and price. The chapter on Efficiency includes an interesting 
discussion of Scientific Management; and while Mr. Layton is 
adverse to this, and to other such schemes as Profit Sharing, his 
chapter on Competition amounts to a claim that this economic 
force should itself be “managed” in various ways, if it is to work, 
fairly. The whole of this argument is summed up in a chapter 
on fair wages ; in which is added the suggestion (p. 152) that 
the test of Capital’s worth should be applied “not to the least 
successful firms, but to the normally successful concerns.” Is 
not this a deviation from the general marginal analysis? For 
if the least successful give up, the present normal will become 
the new margin, and the argument will repeat itself. What 
Mr. Layton is urging is that the conception of the margin should 
include efficient use of labour, capital, and management, and not 
only that of the actually least advantageous production. The 
remainder of the book is a descriptive study of the machinery, 
here and abroad, of wage fixation. The range of information is 
as wide as the statement is clear. There is no summary of the 
position more concise and scholjirly, and the author has again 
rendered valuable help toward the understanding of our present 
position. 


D. H. Macgreqor 
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Die Berufsvereine. Von W. Kulemann. Zweite, vollig neu 
bearbeitete Auliage der Gewerkschaftsbeweyung. Enste 
Abtheilung : GeschichtUche Entwicklung der Berufsorganu 
sationen der Arbeitnehmer U'^d Arbcitgeber aller Ldnder. 
Vol. IV- : England, Frankreich, Belgian, HollCnd, Luxem- 
burg, Ddnemark, Schweden, Norwegen, Vol. V. : Osier- 
reich, Ungarn, Schweiz, Italien, Spanien, Russland, Finn- 
land, Serbian, Bulgarian, Rumanian. Vol. VT. : Vereinigte 
Staaten von Amerika, Kanada, Arge7itinien, A.ustralien, 
Neuseeland, Japan, Internationale Organisation. (Berlin : 
Simion Nf . 1913. Pp. xxh + 560 ; viii + 551 ; viii + 336. 

Price, separately, 12, 12, and 8 marks ; together, 30 marks.) 

This is one oi those colossal collections of information wherein 
our German friends delight. Its character was sufificiently in- 
dicated in the review of the first three volumes, devoted to 
Germany, wfiiich has already appeared in this Journal (XIX., 
271). Having disposed in those three of his own country, Herr 
Kulernann now proceeds to give us in three aiorc the facts for the 
rest of the countries of the world, ending with a brief account of 
international organisations. Plis method is as before : systemati- 
cally to boil down the annual reports in chronological sequence 
of all the chief organisations — c.g., the Confederation G6n6rale 
du Travail, the English Trade Union Congress, and so on. These 
reports ale extraordinarily full of interest ; and Herr Kulernann 
is quite justified^ in maintaining that the chief divergences of 
opinion in the labour world do, on the whole, find pretty adequate 
expression in them. But, of course, such a method of treatment 
does not make it easy to take a general view and discover the 
relative proportions of things ; and the effort which the author 
has made to supply the defect, by furnishing us with substantial 
introductions to the trade union history of each particular country 
in the shape of sections on its geography, history, constitution, 
and economic conditions, do not really alter the character of 
the book. It is, in fact, a Sammelwerk , systematic, honest, in- 
telligent, but quite uninspired; materials for a book rather than 
a book itself. But then observe that these six volumes are only 
the first part of the undertaking : the author promises to give us 
later his own conclusions and opinions. Meanwhile, let us be 
thankful for what we are given. I cannot profess to have read 
all through the three volumes, but I have read three or four 
hundred pages in the countries that interest me most, such as 
France and the United States, and everywhere I have found the 
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work quite competent within its ran^e.-^T Everybody making a 
serious examination of trade unionism in any of the industrial 
countries of the world will be wise, for some years to come, to 
read the solid section on it in this book quite early in his 
studies ; and it ought to find a place in the library of every 
university and every great city. 

W. J. Ashley 


Child Labour in the United Kingdom: A Study of the Develop- 
ment and Administration of the Law relating to the Employ- 
ment of Children. By Frederic Keeling. (London : 
P. S. King. 1914. Pp. xxxii4-326. Price 7s. 6d. net.) 

At a time when so many books are being written to urge 
this or that thesis with regard to the labour problem, a work 
such as Mr. Keeling* has just brought out, on behalf of the British 
Section of the International Association for Labour Legislation, 
is particularly welcome. For there is little in it of the contro- 
versial, and much valuable information in the field with which 
it is concerned. It will make us realise how inadequate our 
knowledge of this particular subject has hitherto been, and how 
often we have accepted opinions ready made ; since on so intimate 
a question as employment most of us find it impossible to reserve 
our judgment. 

The main title, which alone appears on the cover of the book, 
is perhaps a little misleading; for it is not child labour as a 
whole with which Mr. Keeling deals, but only, as his sub-title 
tells us, its regulation by legislation. There ^are two other 
important limitations to his treatment of the subject, which are 
explained in the Introduction. The term “child labour” is 
restricted to the work of boys and girls under fourteen (with 
the exception of street traders, of whom he treats up to the age 
of sixteen) ; and the employment of children under the Factory 
and Mines Acts is omitted altogether. 

Each of these three limitations has the effect of confining the 
scope of the book more than we should wish : and they all tend 
to encourage the view that youflg labour is simply an evil, with 
which we are only concerned in order to reduce or even abolish 
it. The inadequacy of this view is at once apparent ; for certainly 
the extreme youth of certain workers, and the legal restrictions 
which this necessitates, are not the only aspects of the matter 
which ai^ of * interest. There are, for instance, such important 
questions W'the relation of employment as a whole to education, 
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and the relation of 4*cfi!d’8 earliest employment to his later 
work as an adult. Botii^ these questions would remain even if 
the minimum age for all kinds of labour were raised to-morrow 
to fourteen ; but, if we vvould profit by the experience of the past, 
we must be willing to study them even as they affect younger 
children, most of whom, we may agree, ought not to have been 
employed at all. 

As to the first, Mr. Keeling makes a suggestion which merits 
more detailed consideration than he has given to ic. It is that 
something similar to the half-time system, whit^h is rightly 
regarded as an evil in the case of the young children with whom 
it has been tried, might well be considered in connection wuth 
the work of boys and girls over fourteen. He reminds us of the 
saying of Karl Marx, that a combination of education and em- 
ployment is “the only method of producing fujly developed human 
beings.” 

The other question to which 1 have referred is avoided by 
Mr. Keeling, largely because he evidently believes that “the 
proportion of juveniles who enter the different classes of occupa- 
tions ” depends upon the amount and kind ol employment avail- 
able, and is not materially influenced by the will of the workers, 
however wisely directed. He is inclined to minimise also the 
extent to which the conditions of employment can be improved 
by anything save direct legislative restriction. Yet, is it not 
the case that juvenile labour has already been greatly diminished 
or greatly improved in its conditions in certain trades by such 
local authorities as have made a judicious use of Labour Ex- 
clianges and Care Committees? 

Notwithstanding these limitations, the book is of great value. 
Jl is primarily a work of reference, and the wealth of detail which 
it gives will only increase its usefulness. There is an interesting 
chapter on the history of child-labour legislation, and another 
devoted to central and local administration ; but the great bulk 
of the book consists of the actual text of laws and bye-laws, and 
tables illustrating their creation and working. There is material 
enough in it for a whole library of theory and argument. 

Anne Ashley 

Markets for the People: The Consumer's Part. By J. W. 

Sullivan. (New York : Macmillan Company. 1913. Pp. 

viii + 316. 5s. 6d. net.) 

This book appears to have been written largely ^AojUifluence 
public opinion in New York in connection with municipal market 
T^O. 95. — VOL. XXIV. H H 
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schemes, but it is not without interest to a much wider circle of 
readers. Mr. Sullivan’s purpose is to indicate certain ways of 
reducing the present high cost of foodstuffs to consumers in New 
York. There are the familiar precepts about the economy of 
buying in large quantities, and the desirability of studying the 
dietetic value of foodstuffs — precepts which a large part of the 
community has no means or intention of putting into practice. 
But the author’s principal task is to show how a reduction might 
be effected in the present costs of distribution in New York, using 
the term distribution in the mercantile sense. ‘‘An increase in 
the price of foodstuffs between country producer and city con- 
sumer” is declared to be, so far as New York is concerned, “far 
beyond that warranted by service.^’ The transportation com- 
panies are, however, held innocent of charging excessive freights, 
BO that tlie wholesalers, jobbers, and retailers are left as the guilty 
parties, and of these it is the retailers who are chiefly arraigned. 
“For New York, the costs of retailing are double or treble the costs 
of wholesaling. Therefore, in the consumer’s task of cutting 
down costs his first attention is due the retailer” (p. 5). 
Obviously, the first of these statements should be proved by exten- 
sive investigation into producers’ costs and wholesale and retail 
prices. This is a most difficult task, and although some price 
statistics are given in the book, they are too inadequate to support 
the generalisation quoted. In other respects, also, the author does 
not give the retailer his full due. 

The main thing, however, is to discover means of cutting down 
the costs of retailing. Mr. Sullivan finds such means in the mul- 
tiplication of a retailer whose working expenses are lower than 
those of the ordinary shopman. This retailer is the “pushcart 
man.” We already have him wdth us in large numbers in the 
guise of the costermonger or hawker. He is by no means un- 
known in New Y^ork, but the authorities, apparently, do not take 
kindly to him, and Mr. Sullivan accordingly pleads strongly on 
his behalf for the benefit of the poorer classes of consumers. There 
is no doubt that the coster’s prices are frequently below shop 
prices, and his stock frequently ^but not always) as good as that 
sold in shops. But Mr. Sullivan is inclined, perhaps naturally, 
to exaggerate the probable saving to the consumer from the push- 
cart trade. The latter, at any rate so far as it is ambulatory, is 
mainly concerned with fruits and vegetables, and these, after all, 
absorb but a small proportion of the average working family’s 
outlay on food. 

But the pushcart trade is to be supplemented by an extension 
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of open-air markets free, or almost free, of fixtures, functionaries, 
or rents (other than, perhaps, nominal fees). These markets are 
said to be at present illegal in New York, although tolerated in 
certain places. In such markets one would expect tc find a greater 
variety of articles for sale than the ambulant coster generally 
provides, and the possible margin of saving to the constimer is 
extended. 

These are the author’s principal suggestions, and they ire in 
opposition to schemes for expensive municipal markets. There are 
also suggestions for making use of the large prh aLe stores in the 
case of articles not suitable for sale by the “pushcart man” or in 
the open-air market ; for co-operative buying ; and for a greater 
use of existing public markets -in New York for the improvement 
ul‘ wholesale buying. IHiere are interesting and useful chapters 
containing brief sketches of the “pushcart man” and the open-air 
and other market systems in Paris, Berlin, and London, all written 
to point a moral for New York, and a chapter on Co-operation 
in Great Britain, and the reasons, soice of which are rather 
feeble, for the failure of co-operation in the United States. 

The place of the costermonger and the free open-air market 
in the social economy of to-day, and their effect on the ordinary 
system of retailing and on retail prices are well worth serious 
examination. Mr. Sullivan’s book does not dispose of the subject, 
but the author has performed a useful service in directing 
attention to it. 

A. D. Webb 


British Railways: A Financial and Commercial Survey. By 
W. E. IjAwson. (London : Constable and Co., 1913. 
Pp. xxxii-f 320. Price 6^. net.) 

Mk. Lawson has set out in 300 chatty, desultory pages his 
opinions on many matters connected with railway management 
and railway finance. He would probably not claim for his book 
any great scientific value ; certainly it is no text-book. There is 
a quality of “go-as-you-please” about his methods which, to the 
serious critic, would be irritating, if by their very natveU he' did 
not find it disarming. 

Mr. Lawson’s attitude to English railways is critical, but he 
is no embittered critic, and he is prepared tp make allowances. 
Many of his general criticisms are shrewd and sound, though it 
cannot be said that they are new or that they are presented in a 
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very convincing fashion. On the contrary, Mr. Lawson does his 
worst to discount their value by drowning them in what one can 
only call a welter of inaccuracies and irrelevancies. Indeed, it 
must be said of him, as was said of Lord Byron, that ‘'he 
wields his pen with the negligent ease of a man of quality.” He 
has a sound belief in statistics ; one of his most pertinent sug- 
gestions relates to the urgency of compiling proper statistics of 
working costs ; yet one has only to turn over the pages of his 
book to see that he has no head for figures, or indeed for exacti- 
tude of any kind. The number of merely arithmetical errors is 
considerable — nor can they be set aside as mere misprints when, 
as on page 114, Mr. Lawson founds liis argument on a patent 
error in a simple addition of three figures. 

In common with many more well-known authorities, Mr. 
Lawson laments the lack of adequate statistics of British rail- 
way operations; but it may be doubted if any of them have 
resorted to such bold expedients to make good the deficiency. On 
one occasion, in the absence of essential data, he will improvise 
a most hazardous assumption and follow it out to conclusions 
which lie himself regards as paradoxical, but without feeling any 
apparent doubt as to their validity. Or, again, by manipulation 
of the published figures for “tonnage hauled” and “train- 
mileage” he will invent the strange and bewildering unit, “tons 
per train-mile.” Wo wish he had explained what lie meant by 
this unit ; we cannot heJp thinking that if he had entered on 
this lino of thought lie would have recognised with his usual 
candour that without the element of distance as affecting the 
“tonnage hauled,” it is inqx)ssible to bring that unit into relation 
with “train-mileage”; and so the school of Acworth and Paish 
might have received a recruit who, if we may judge from the 
reference he makes to the subject elsewhere in his book, is 
already more than half a convert to the theory of the “ton-mile.” 
It seems probable also that if Mr. Lawson had given the matter 
more consideration he would have corrected the curious series 
of arithmetical errors which gives, for instance, to the Brecon and 
Merthyr Eailway 10,280 “tons^per train-mile,” while allowing 
the Caledonian Eailway no more than 4T. 

Mr. Lawson devotes chapters of his book to such subjects as 
“Terminals and Terminal Charges” and “Exceptional Bates and 
Services,” but on these more technical questions his knowledge 
is of so superficial a character and his method so slipshod as to 
render the chapters almost entirely valueless. On the other hand, 
he has a certain flair for movements of popular opinion, and the 
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chapters dealing with the “Political Relations ” of the railways 
contain much that was worth saying and is well said. These 
chapters, together with a few suggestions offered at random in 
the remaining 250 pages, constitute the only claim which Mr. 
Lawson’s book can really make to serious consideraiion. 

Ralph L. Wedgwood 


The Trade of the World. By James DAVENPOrtT Whelpley. 

(London : Chapman and Hall 1913. Pp. 436.) 

This is an American book, by an American writer, yet from 
the stanclix)int of English re*aders its authorship is a distinct 
advantage. For Mr. Whelpley writes only of what he knows 
and understands, and no one can read the chapters of immediate 
interest to tlie industrialists and traders of this country without 
being impressed by his knowledge and without respect for his 
authority. Perhaps Mr. Whelpley hardly does himself justice 
in the title of the book, which suggests rather a compendium 
of dry facts and iigures than the illuminating study and exposi- 
tion of the principles of foreign commerce, and the profoundly 
interesting first-hand picture of the commercial world at work 
which it really is. And all that the author says is said witli 
the shrewdness, conciseness, directness, and vivacity which one 
expects from an American pen, and which makes his book, in 
spite of its subject and title, a singularly illuminating piece of 
writing. Mr. Whelpley has almost literally made the world his 
held, for in gauging the course of international trade and the 
energies engaged in it, he passes in review successively Flurope, 
Africa, the Far East, and the North and Soufh American con- 
tinents. Upon every country dealt with, upon its special place in, 
and importance for, the world market, its commercial leaders, 
customs, and future, he has much to say that will bear careful 
pondering ; for though an inveterate globe-trotter, Mr. Whelpley 
never once writes as one. The chapters on the commercial 
strength of Great Britain, on Germany’s foreign trade, on Japan 
and China, and on the relations between Canada and the United 
States, are j^erhaps those in which the author show^s the surest 
hand and the truest insight ; and men of industry and trade in 
this country would do well to read and re-read them, even if they 
leave the rest of the book uncut. 

One might quote scores of passages in which the author shows 
that he, at any rate, is under no illusion as to why the newer 
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rivals of this country are “making good’* in the hunt for trade. 
For example : — 

“ To tell a man that he could sell his goods in a foreign country 
means nothing but disappointment and loss to him unless he 
knows how to sell those goods and the conditions under which 
they will be bought and used. . . . The industry and commerce 
of England are like those of no other country. As a whole it is 
orderly, in detail it is chaotic. No laws restrain or restrict. Few 
trades or trust combinations control the market in any one 
article. Its advance is like that of a crowd bent upon one object, 
but with none but self-imposed discipline. The movement is 
irresistible, but an attack by a well organised, disciplined and well 
cared for force of the enemy disconcerts. In Germany, the United 
States, France, Kussia, and other countries the industrial and 
commercial army is^ directed by master minds, policed by the 
governments, nurtured by special legislation.” 

Or again, speaking of Germany : — Trading made easy ’ is 
the motto of the German Government, and it is being lived up 
to wherever possible. It might also read ‘ Competition made 
easy,’ for that is what it means in the trade of the world.” 

“The German is adroit, works on a closer margin, is readier to 
take advantage of every opening, no matter how small. He is 
clever, patient, anxious to please ; and if he does not happen to 
have just what (is wanted), he will make it to suit.” 

Moreover, present political controversies apart, how far wrong 
is our author when, writing of things needful in this country, he 
says 

“Great Britain has been drained of much of her ex|>ert labour 
and the fittest of the unemployed. These men, with their women 
and children, have been urged, even assisted, to leave ; while the 
lands of the British Isles called aloud for intelligent and 
economical tillage, the sweat-shoj>s of East London grew apace 
through unrestricted immigration of the undesirables, and the 
wages scale of industry remained at a low ebb because of the cost 
of production through ancient methods and inefficiency.” 

And further : — 

“Anything that will leaven the^toiling masses of humanity, 
quicken the pulse and the intelligence, bring hope to the children 
of the hopeless, or stimulate productive industry, will do more 
to prolong England’s hold upon the trade of the world than a 
hundred Imperial conferences. To devise means to keep her 
money and her men at home and to give each an equal chance 
is now the problem which lies on the doorstep of the home citadel 
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of this fecund mother of nations, who still abounds in incredible 
resources, strength, and power, notwithstanding the demands 
already made upon her and to which she has responded with a 
lust for adventure without parallel” 

Th^re are, of course, plenty of statements that afford room 
for legitimate difference of opinion. It is not, for example, so 
certain that the doctrine that trade follows the flag is qiiitj so 
outlived as Mr. Whelpley would have us believe. Aga'o, the 
author puts in circulation a curiously ‘"sloppy” misstatement 
v/lien he reproduces the remarks of the English tariff reformer 
who assured him of the ‘"curious fact” that, according to the 
labour organisations, a much siiialler percentage of unemployed 
labour was absorbed during i^he recent trade boom than during 
any boom of recent years. The very contrary is the fact, for, 
wdth the exception of the year 1899, the percentage of un- 
employed, estimated on trade union returns, was never before 
so low', and never before did it fall beneath the correspond- 
ing German figure. A wrong impiessioii might also be 
given by the statement, relating to Germany, that ""the imports 
of meat are decreasing, due to the fact that Germany now pro- 
duces 95 per cent, of the meat consumed by her people.” The 
fact is that the enumeration of cattle, sheep, and pigs in 1912 
sJiowed a large decrease as compared with 1907, in spite of 
increased population ; that the import of meat is in part pro- 
hibited and otherwise is severely restricted ; and further that the 
consumption per head of the }X)pulation has for some time been 
decreasing. 

This is not, however, a book to find fault with, and in this 
country least of all. For if Mr. Whelpley at times severely 
criticises us, he is a just and a generous critic. With a warm 
admiration for the share England lias taken in the progress of 
the world in the past, he joins a strong (‘onfidence that, in spite 
of all shortcomings, she is still sound at the core, and will come 
out of the present industrial strain and stress successfully if only 
the new and old generations will work together wdth a will and 
resolutely do their duty. It should be added that the volume is 
enriched by an attractive series of photographic illustrations, 
most of them very apposite, though Germany’s river traffic might 
have been better represented than by a glimpse of a deserted 
river-bank at Dresden, and the ‘"forest of masts at Trieste” is 
really a forest of house-roofs. 


William Harbutt Dawson 



WAR AND THE FINANCIAL SYSTEM, AUGUST, 1914. 

I. 

While it is impossible at present to see the financial events 
of August, 1914, in as true a fierspeQtive, or to be as fully informed 
about them, as may be {wssible later, I propose to attempt here a 
brief outline while their impression is still fresh upon the mind. 
Whatever profound changes may ultimately be brought about in 
our financial system, and especially in the relations to it of Govern- 
ment as representing the general interest, the only course at present 
is to look at events from much the same point of view as we 
assumed to be natural three months ago. The actions of the 
Government and of the City have been solely directed towards 
enabling everything to go on immediately, in a manner which 
shall exactly resemble, to the outward ‘eye, our pre-existing- 
ways. And in this examination of their measures we shall 
suppose coldly that nothing has happened except a rude shock 
to the delicate mechanism of credit, which is to be tinkered and 
tuned up to the performance of its normal functions. The world 
of borrowers and lenders, of bankers and discounters and stock- 
brokers, is to be galvanised by the wires of Government into, 
at the least, a marionette existence. There will be no hint in 
what follows of anything secular or lastingly significant. Such 
thoughts are not my business in this particular article. The 
financial world is going to wake up, we shall assume, with its 
heart really beating and muscles taut again, to find everything 
just as usual. 

After a week of vacillation and^much timidity, the City of 
London realised and then asserted its immense inherent strength. 
For the ultimate recovery the authorities of the Treasury and 
of the Bank of England, the good sense of the former and the 
courage of the latter not failing them at the crisis, are to be 
held mainly responsible. The emergency measures which they 
took should be judged, it must be remembered, not merely by 
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their positive consequences, but with reference also to the fears 
which they were intended to allay. 

In many respects the early consequences to the Money 
Market of European War followed the lines wh>h competent 
authoiities had anticipated. In two respects, ho'vever, anticipa- 
tions were falsified, or rather, the magnitude of the effects had 
been, I think, under-estimated. The first of these was the Lcale 
on which foreign c»'editors became unable to meet their obliga- 
tions to us and the strangling effects of this on our own money 
market; and the second w^as a lack of courage, in the early days 
of the crisis, on the part of our joint stock bankers. 

Throughout the discussion which follows the clue to the diffi- 
culties of the City of London is to be found, not m any inability of 
ours to meet our engagements to foreigners, nor in any internal 
trouble due to panic or hoarding by the public, but in the inability 
of foreigners on the outbreak of war to meet their liabilities here. 
As economists had anticipated, wuthm but a few days ah the ex- 
changes of the world w^ere in onr favour. 

II. 

The first blows of the crisis fell upon the Stock Exchange. 
On Tuesday, July 28th, Austria declared war against Servia. 
The Continental Bourses made up their minds immediately 
tliiit the worst should be prepared for. By Thursday, July 
3()th, all the Stock Plxchanges had closed with the exception 
of Ijondon, New York, and the official (Parquet) market at Paris. 
On Friday the post|>onement of the Paris Bourse Settlement to 
August 3l8t ^ precipitated the closing of the London Stock Ex- 
change until further notice. New York followed suit as soon 
as American time had caught up European. War was declared 
between Ilussia and Germany on Saturday, August 1st, and 
between England and Germany on Tuesday, August 4th. Thus 
the Closing of all Stock Exchanges (except the Paris Parquet, 
wdiich remained open to a certain extent up to the impending 
evacuation of Paris by the Government on September 2nd) pre- 
ceded the declaration of hostilities between the Great Powers. 

It is common to say that the unprecedented step of closing 
the London Stock Exchange was brought about by the flood of 
sales from abroad. That Berlin and Paris and all the financial 
centres of Europe would seek to turn their securities into money 
at any price, and would endeavour to sell in London whatever 

^ Subsequently postponed again to the end of September. 
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international securities they possessed which might have a 
market there, was, however, what everyone had expected ; and 
there was nothing in this essentially detrimental to the position 
of the London Market as a whole, or necessarily involving the 
early cessation of all business. Even if the Stock Exchange does 
remain open, no one can compel jobbers to buy stock which 
they do not wish to buy. The facilities for making sales can 
be enormously curtailed without being entirely suspended, while 
the facilities for making purchases can still be maintained for 
those who may be able to make them. 

The influences, ho^vever, which brought the London Stock 
Exchange to a close, and kept it closed, were really of a different 
character. They were two, — the liabilities of foreigners to the 
London Stock Exchange on account of previous purchases (not 
the liabilities to foreigners from the London Stock Exchange on 
account of current sales), and the action of the Joint Stock Banks. 

So far from the danger arising out of the sales by foreigners 
during the preceding days, the danger arose out of a precisely 
opposite cause, namely the purchases made by foreigners earlier 
in the account or carried over from previous accounts. The 
London Stock Exchange is at all times an international market, 
and there are numerous imix)rtant firms in it whose chief business 
it is to buy and sell on account of foreign bourses. At the end* 
of an account large sums are naturally due to them from foreign 
clients ; and even if foreign markets are not indebted to London 
on balance, it is not possible for individual brokers, or even for 
the London Stock Exchange as a whole, to set off sums due from 
one foreign client against sums due to another. The closing of 
the foreign bourses, the complete or partial moratoria declared in 
foreign countries, and finally the postponement of the Paris 
Settlement made debts due from foreign clients for the time 
being irrecoverable. Coming suddenly upon the London Market 
at tlie end of a nineteen-day account, the emergency steps which 
were taken abroad rendered it difficult or impossible for numerous 
firms with foreign connections to meet tlie sums immediately 
due from them. The failure on Thursday of an important firm, 
Messrs. J^erenburg and Co., who were largely concerned in busi- 
ness with Germany, brought home to members of the Stock 
Exchange the character of the situation. Dozens of firms, 
it was rumoured, who could not get in sums due to them 
from Paris or Berlin were prepared to hammer themselves 
on Friday. The failure of these must necessarily have involved 
the failure of innumerable others, to whom the suspended 
members were due to pay the money which they had expected 
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from abroad ; and nobody felt safe. If A owes B money, and 
B owes it to C, and C to D, and so on, the failure of A may 
involve with it the failure of the whole series. 

The Committee of the Stock E^xchange had to act immedi- 
ately, under the shadow of impending general insolvency, and 
taking, as men inevitably uo in such circumstances, the most 
extreme of the remedial measures open to them, they cl'^sed 
the Stock E]xchange altogether. 

I have mentioned the action of the Joint Stock Banks as 
one of the detemiiniug factors. This requires some further 
elucidation. It might be supposed that a Stock Exchange trans- 
action between a willing seller and a willing buyer would not 
greatly affect the position of others, and that there wouIJ be 
little object in endeavouring to hinder such ti transaction. But 
this is not the case, for the following reason. Immense sums are 
lent by the Banks on the security of shares. The amount of the 
loan for which this security is good is ordinarily calculated by 
reference to the price at which the eiuires are quoted in the 
Stock Exchange official list. If the quotation falls the Bank 
may require their customer either to reduce the amount he is 
borrowing from them or to put up additional security ; an inability 
to comply on his part puts him in a position of insolvency ; and the 
Bank may take the extreme step of realising the security placed 
with them, for what it will fetch, and ap|>lying the proceeds 
towards the liquidation of their customer’s dcl.)t. In normal 
times this practice is reasonable enough, the Stock iixchange 
quotation being a fairly good index to the approximate value of 
the security. But the effect of the practice is that in abnormal 
times the position of a great number of creditors is profoundly 
affected by the prices which the Stock Exchange chooses to quote, 
quite irrespective of the amount of business actually transacted 
at these prices. 

if the Stock Exchange had remained open, for some securities 
at any rate there would have been quotable prices. The Banks, 
therefore, might have seen a gradual dwindling in the nominal 
values of the shares held by them as security ; and there could 
be no guarantee that they would not have taken it into their 
heads to ruin a number of their customers. The ruin of these 
customers would have brought with it the ruin of brokers who 
had trusted them ; and so the trouble would have spread from 
one class to another. 

The closing of the Stock Exchange, on the other hand, 
precluded the Banks for two reasons from ruining their customers. 
No new official quotations being available, the value of securities 
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could be conventionally reckoned with reference to the last quota- 
tions ruling. The shares, of course, would not really be worth 
more than they would be if the Stock Exchange were open ; but 
the banks would not have any fall in value obtrusively brought 
to their notice. In the second place, it would not be possible 
for the banks to realise their security or to force their customers 
to realise it, even if they were to wish to do so. 

Thus the reasons for closing the Stock Exchange were, mainly, 
the inability of many members to fulfil their engagements owing 
to the breakdown of foreign remittance, and the fear that some 
of the banks might choose to ruin their customers by calling ior 
more cover, if prices continued to fall and, markets remaining 
open, forced realisations were to bring with them their usual 
cumulative effect. 

There were, on the other hand, many strong reasons against 
a complete closure. I will not expend space, however, to consider 
here whether less drastic remedies might not have been adequate 
to the situation, except to say that much might have been done 
by bold and concerted action on the part of the banks. They 
might have come forward at the beginning and assured the Stock 
Exchange that they would stand by them to the utmost of their 
power, and that, in the matter of calling for additional cover, 
they would treat old borrowers with as much consideration, 
as they were able. If the banks had agreed to continue reckoning 
the value of shares, for the purpose of security, at the quotations 
of (say) July 27th, they would not have been in the least degree 
worse off than they were with the Stock Exchange closed. 
Unfortunately, however, the early action of the banks was such 
as to give the Stock Exchange no confidence at all that the banks 
would stand by them, but rather encouraged the feeling, 
however ill-founded, that the bankers, or some of them, 
had little intention of considering anything but their own 
skins. Difficulties were made about lending fresh money at 
any rates at all, proffered security at the end- July settlement 
was scrutinised with excessive caution, and some banks, it is 
said, began to call in at the height of the crisis money they 
had already lent or arranged to lend. 

The position of members still waiting for foreign remittance 
would not have been affected by the reopening of the Stock 
Exchange for cash transactions. In so far as this position permits 
of rehabilitation by the mere assistance of the lapse of time, 
a further postponement of the settlement does all that is possible. 

The Stock Exchange once closed, no small part of the fi.nancial 
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business of the country was frozen at the source. By August 
13th or 14th, or a little sooner, a few unofficial transactions in 
cash began to be n.entioned in Consols and one or two of the 
leading securities. Such private transactions increcsed in volume 
at firsL and then seemed to diminish again. When this article was 
written no formal reo|>ening of the Stock Exchange !iad been 
announced. It is conceivable that the Committee of the Stock 
Exchange may be influenced in favour of delay by a vague hoj e 
that the Chancellor of the Exc’ne<pier may eventually come to tlieir 
assistance with aid or guarantees from the public funds. 


• III 

Apart from and, to a certain extent, hi addition to loanable 
capital temporarily lent abroad, whicli gradually falls due for 
repayment, foreigners are under a large obligation to tins country 
on account of a system by which we, i.i effect, gvaranice money 
due from one foreign country to ourselves or to another. The 
British banks and discount houses, which lend short-period money 
to foreign countries against bills of exchange, do so, to a large 
extent, indirccLly , the persons, against whom they have first 
•recourse on the maturity of the bill, behig some Britisli house. 
Some of the bills held by the London Market are drawn directly 
on the London agencies of foreign institutions, but to a larger 
extent, even when the bill arises out of a trade transaclion both 
parties to which are foreigners, they are drawn against the British 
Accepting Houses. These houses, that is to say, give, for a 
commission, their guarantee that the bills will be met at maturity, 
reckoning on their foreign clients’ putting them in funds to meet 
the bills in due course. 

In order to understand the recent crisis it is imj:)ortant to 
distinguish sharply between the position of the accepting house, 
which guarantees the bill but does not advance the capital, and 
the position of the houses which, on the strength of this guarantee, 
do advance the capital. The business of holding the bills, t.c., 
of advancing the capital, is carried on by the Banks, who transact 
also, it may be added, for English customers a small but growing 
amount of the guaranteeing or accepting business, and by the 
Discount Houses. The Banks employ for this purpose a part 
of the funds placed with them by their depositors. The Discount 
Houses carry their bills partly with funds, which are put with 
them, as with the Banks, on deposit, and partly with funds lent 
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them by the Banks on the understanding that these funds can 
be called up by the Banks on very short notice. 

Now the ordinary view of those who have written in advance 
as to what would happen in the event of war has been, I think, 
that the various obligations to London of foreign debtors, whether 
to London accepting houses or to the London holders of bills 
accepted in London by foreign agencies, would be gradually met 
as they fell due ; that they would be only partially renewed ; and 
that as a consequence the exchanges would all move in London’s 
favour and so strengthen in a great degree the position of the 
Bank of England. It liad not been generally realised that one 
of the earliest effects of war might be the complete breakdown 
of the system of foreign remittance, and that the foreign clients 
of the accepting houses and the foreign agencies in London would 
fail to meet their engagements on a wholesale scale. 

Such a failure of the remittance system, once it has taken 
place, must have the most far-reaching consequences. The 
Banks, we have seen, are depending on the Accepting Houses and 
on the Discount Houses ; the Discount Houses are depending on 
the Accepting Houses ; and the Accepting Houses are depending 
on foreign clients who are unable to remit. The aggregate value of 
the outstanding bills in London is of huge amount, estimated 
by some at £350,000,000, of which many million pounds’ worth 
fall due every day ; and for a substantial part of this foreigners 
are ultimately responsible. The free resources of the Accepting 
Houses are very small in proportion to their outstanding guar- 
antees, and against a wholesale failure to remit on behalf of 
their clients they are perfectly helpless. 

A failure of the remittance system, a consequent inability, 
however unexpected, on the part of the Accepting Houses to 
meet their engagements, and so a solidification of that part of 
the assets of the rest of the Money Market w'hich had been looked 
on by them as most liquid, did, nevertheless, face the City of 
London even before hostilities had broken out between first-class 
Powers. Nor in the light of what has actually happened can it 
be maintained that events followed any unnatural course. 

The reasons for the failure of remittance, which was at the root 
of the trouble, must be the first object of our inquiry. 

There are, roughly, four ways in which a foreign creditor 
may expect to remit funds to meet his obligations : (1) by sending 
goods, (2) by sending gold, (3) by selling securities, (4) by dis- 
counting bills and so raising fresh short credits. All these 
methods were, at the outbreak of war, rendered, temporarily at 
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least, inoperative. To send goods must, if sudden and unexpected 
repayment is demanded, be a comparatively slow and gradual 
process. This method cannot possibly act quick enough to help 
a crisis^ and, in addition, the fear of capture greatly hindered in 
the early days of the war the international movement of com- 
modities. 

The shipment of gold was difficult, in part for similar rersons. 
Even before war had broken out, the insurance rates for the 
transit of gold across tlie Atlantic were becoming almost prohibi- 
tive ; and there were man}^ important firms having urgent 
liabilities in London and a command of gold in New York, yet 
unable to shij) the latter to meet the funner. Apart from the 
difficulties ol shipment, and,. in the case of South American coun- 
tries, the long period of transit, tiie number of countries, the 
currency authorities of which are prepared to release gold in large 
amounts at a time of crisis is not large. Although many countries 
now hold large quantities of gold, there are but few which 
pursue a rational policy in regard to it. At considerable cost they 
build up large reserves in quiet times presumably rvith a view' to 
the next crisis ; but when the crisis comes mistaken policy 
renders them as little able to use the gold as if it w'ere not there 
at all. In the course of time a considerable amount of gold has 
flowed to the Bank of England or to its depositories. But it 
was not possible for foreign debtors, however solvent, to remit it 
all of a sudden. I do not think it had been adequately realised 
beforehand how completely European war, or even the anticipa- 
tion of it, would cut off for a time the possibility of the remittance 
of gold. 

The third expedient, namely, the sale of securities, was imme- 
diately put out of action by the closing down of the Stock Ex- 
changes. The fourtli expedient, namely, the sale of bills of 
exchange, which is closely conne(*ted with the shipment of com- 
modities, since they are brouglit into existence by the prospective 
delivery of goods, was hindered, partly by the difficulties of such 
sliipment, but much more by the position of the Accepting Houses, 
which were in no position to entertain fresh business. It was the 
difficulty of drawing hills, capable of being discounted, which pre- 
vented tlie shipment of goods, rather than the other way round. 

One w'ay and another, therefore, even solvent foreign debtors 
were prevented for a time from remitting what they owed to this 
country. In the case of enemy debtors, solvent or insolvent, rei3ay- 
ment was indefinitely ix)stpone(l. In other cases the suddenness 
wdth which repayment was demanded upset altogether the 
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mechanism through which such repayment might have been 
gradually effected. The Government of Brazil, for example, 
defaulted,^ and both there and in the Argentine the Offices of 
Conversion decided to hoard their gold. The currency system of 
India, it may be observed, stood better than most the stress of the 
early days of the crisis.^ 

Thus, just as the Stock Exchange was deranged by the failure 
of foreign debtors to remit what they were owing, so also the Banks 
and Discount Houses, which had indirectly lent short money 
abroad, found their calculations utterly confounded by their in- 
ability to get this money back w^hen they wanted it. For them, how- 
ever, the problem presented itself in a somewhat different guise. 
Except to a very minor extent, the Banks had lent their funds 
to foreigners not directly, but, as *we have seen, subject to the 
guarantee of British Accepting Houses. The fact immediately 
observable, therefore, w^as the inability of these Accepting Houses 
to meet their engagements. It was, thus, to these institutions 
that, at a very early stage, some degree of relief had to be afforded 
by Government if they were to be saved from open insolvency. 
This relief took the form of the first, and partial, moratorium 
which was proclaimed on Monday, August Srd, and related to 
bills of exchange only. The effect of this proclamation was to 
enable an Accepting House to postpone for a month payment of 
any bill, accepted before August 3rd and falling dhte, slSfect to 
interest at the rate of 6 per cent. 

By this proclamation the Accepting Houses were, for the 
moment at any rate, saved. But the Banks and the Discount 
Houses found that part of their assets, which they had reckoned 
on as being the most liquid, suddenly, and for what might be an 
indefinite period, fixed. Bills which they had reckoned on as 
turning automatically into money at an early date and therefore 
their first line of defence, had become, in effect, uncallable loans 
of indefinite duration. 

In the case of the Discount Houses, the vast bulk of whose 
assets is in the form of bills, ^ and who borrow large sums at call 
or short notice, even solvency may have been in danger. The 

^ It is all interesting illustration of the state of .the Press that this event, which 
would ordinarily have excited the greatest interest, was crowded out of the news 
columns until nearly a week after the information was available. 

3 See Current Topics, below. 

» The three Discount Companies, as distin|pllshed from the private houses for 
which no figures are available, had on June 1914, discounted £58,200,000 bills, 
of which £14^400,000 had been rediscounted, agf agai^k total capital and reserves of 
£3.600,000. 
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Banks, it is true, could support an appreciable ultimate loss on 
their bill holdings without danger to their ultimate solvency.^ But 
the locking up of so much money, which had been reckoned on, 
had the effect, first, of greatly reducing their means of obtaining 
ready money for their depositors, and, second, of stopping 
the flow ordinarily available for the discounting of the new billa| 
required for the carrying on of current foreign trade. 

The Bcinks and Discount Houses were saved for the moment 
from the first danger (of being called on to repay their depositors at 
a time when their assets were non-liquid) by the second Moratorium 
Proclamation of August 7th, which protected nearly all classes of 
debtors for a period, in the first instance, of one month. 

The second question, the rehabilitation of tb.e discount mc'.'ket, 
presented a far more difficult and complex problem. Its rapid 
solution was of the utmost importance, because in the meantime 
foreign trade was to a large extent held u]). If the flow of 

imports could be restarted, we should obtain stores of which we 

stood in need, and, as foreigners would then be enabled to repay 
a part of their old indebtedness, a beginning (ould be made with 
the liquidation of the financial position. 

Two separate difficulties required solution, the problem of 
getting new bills satisfactorily accepted, and the problem pf 

getting them discounted when accepted. Various jxissible ex- 

pedie^pdroere open to the Government. It is not now worth while 
to discuss any except that actually adopted. Their actual plan 
struck directly at tlie second problem and left the first, which, 
perhaps, tliey did not clearly envisage as distinct, to time, good 
fortune, and the indirect effects of the solution of the second. 
This plan was to authorise the Bank of England to buy up (more 
strictly, to re-discount at 5 per cent.) any of the pre-moratorium 
bills - with which the Banks and Jliscount Houses were saddled 
and which they might wish to turn into money. Further, the 
usual (‘ontingent liability of the re-discounters, through whose 
hands the bills had passed, was waived; the acceptors were to 
be permitted to re-accept,^ if they could not meet the bill at its 

^ The amount of bills held by the Joint Stock Banks is not separately stated, 
but it may be estimated as standing, for the leading banks, Bomewh^e between 
£100,000,000 and £126,000,000, or perhaps 16 per cent, of their total 

2 The bill had to be approved, but the Bank agreed to take even the acC^tances 
of foreign agencies against which in normal times it discriminates. 

* Since this article was writteh||new arrangement has been approved, by which 
the acceptors, instead of being Ikwed to re-accept their bills on maturity, 
are to be lent funds wherewit ^jfc pawbem oS. This incidentally has the effect of 
dding away with the contingent}-’ liabSpos of the drawers and endorseJs, instead of 
that of the last holders only, m& in thirst arrangement. 

No. 95.— voi.. XXIV I I 
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maturity, at a rate two per cent, above bank-rate ; and the 
Government guaranteed the Bank of England against any ulti- 
mate loss on the transaction due to the eventual insolvency of 
any accepting house. 

This was an exceedingly bold measure. Its effect was to 
relieve enormously the position of the Banks and Discount Houses. 
The Government’s action not only enabled them to turn all their 
bills into money at a very moderate rate of discount ; it also 
saddled the National Exchequer with any bad debts, on account 
of bills, with which these institutions might otherwise have been 
encumbered. The country at large would benefit, it was hoped, 
through the Banks now having ample funds either to meet the 
claims of their depositors or for fresh business. In particular 
money for the discounting of fresh bills would be available. 

The psychological relief to all connected with the Banks and 
Discount Houses w^as, of course, very great ; and the Govern- 
ment’s measure was loudly acclaimed in the Press. I should not 
like to say that something of the kind w^as not a neces- 
sary first step. ]3ut the public funds were saddled by it 
with a very large contingent liability,’ and it was but 
partially successful in the business of rehabilitating the Dis- 
count Market. The Banks availed themselves of it to an 
(mormons extent, but the funds thus placed in their hands were 
not very largely used by them for the purchase of new bills. This 
was partly due to great caution on tlie Bank’s part, but more 
largely to the shortage of bills coming forward of a kind w^hich 
the Banks cared to handle. This was to have been anticipated. 
For the Government’s action did nothing to rehabilitate the credit 
of the Accepting Houses, the first of the two problems referred 
to above having been left virtually untouched. Time only can show 
liow many of these institutions will ultimately weather the storm. 
At present the acceptances of many of them are not worth what 
they used to be. And thus the machinery used in the first stage 
of bill-manufacture is still very incompletely mended.^ 

I doubt how far the old system of specialisation in the business 
of accepting bills will ever be revived in its former degree of 
importance. Accepting will be undertaken more and more by 
institutions, of the liabilities of whid;^ acceptances do not form 
an overwhelmingly preponderant part. Banks have tended in 
recent years to do much more of this^ business for their customers 

^ The volume of bills brought to the Bank %p to the first week of September 
seems to have fallen short of £100, 000, 000. The ebteknee of an ultimate loss of as 
much as £30,000,000 cannot be great. 

Since the above was written, the Treasury has offered (September 4) a further 
guarantee designed to rehabilitate the credit of the Accepting Houses. 
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than was the case formerly, and further progress in tliis direction 
is to be anticipated. In the meantime there is much friction in 
the machine, and the Discount Market v/orks but stiffly. Bold 
action by the Banks, both in acceptance and in discount, is chiefly 
needed to ease it. 


IV. 

There have been many references in the preceding pages to 
the action of the Joint Stock Banks. It is, I think, fairly 
plain that not all of these institutions — that there were 
some very honourable exceptions is not disputed — rose, in 
the early |>eriod of the crisis,^ to their responsibilities. Not only 
in the feverish days, which preceded and followed the declaration 
of w^ar, was their influence cast on the side of panic me.asures. 
Both then and subsequently their action suggested that con- 
siderations of their own immediate safety, and even, it should be 
added, of their owm pecuniary profit, overshadowTd those of the 
general interest and of the more remote fiitmu. They showed too 
little of that stedfast and honourable regard for the good name 
and future j:)osition of the City of London wdiich the authorities of 
the Bank of England, on llie other hand, never forgot. A part, 
4 t least, of their behaviour is open to tlie charge of being selfisli and 
not the less — even fi'om their own point of view^ — short-sighted. 

The ]3anks might have decided to treat their de{X)sitors and 
customers with generosity, wliile calling money somewhat freely 
from the Money Market and the Stock Exeliange, on the ground 
that the former had necessarily the first claim n]X)n them. Or, on 
the otlier hand, at the beginning of tlie troubles at least, they 
might have held it more {xilitic, w’ith a vicAV to the advantage of 
the financial body as a whole, to su[)port the City interests, even 
at the expense of curtailing for a time the facilities of their 
country clients. Some banks took the former course, and deserve 
credit for it. But there were some which took neither and 
did not freely employ in the country the money they called 
from the City. In effect they hoarded the country’s funds anti 
are as much open to blame for this as private j>ersons would have 
been who acted in a similar w^ay. The main incidents affecting 
the attitude of the Joint Stock Banks may be narrated in order. 

Wednesday, July 29th, the day after Austria had declared 
war against ^ Servia, w^as ^ pay-day on the Stock Exchange. 
Stock Exchange ciistofners had no time whatever to make 
new arrangements s\iited to the critical state of affairs. It 
was desirable and might have been expected that the bankers 

I 1 2 
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. would have allowed them all the latitude they could. The evidence 
is that on the whole loans were unexpectedly restricted. The 
amount of restriction may not have been great, but the Stock 
Exchange was made to feel that it had little to expect from 
the Banks. 

On Thursday, Friday and Saturday of that week the Banks 
began to call money in considerable amounts from the Discount 
Holises, which had accordingly to take enormous quantities of 
bills to the Bank of England. On Thursday the Bank Rate was 
raised from 3 to 4 per cent., on Friday to 8 per cent., and on 
Saturday to 10 per cent. By Saturday morning the action of the 
Joint Stock Banks had brought the Discount Houses near to 
demoralisation, and these houses began to be afraid that the Bank 
of England would no longer take their bills — a fear, however, 
which the Bank of England’s action quickly dispelled. 

The rapid rush of the Bank rate from 3 to 10 f>er cent, in 
three days was partly due to the great volume of bills which the 
Joint Stock Banks forced the Discount Houses to take to the Bank 
of England ; but more largely to the amount of gold and notes 
taken from the Bank of England by these same Joint Stock 
Banks. We had heard a great deal in the times of peace of the 
private reserves of gold which some of these banks were said to 
be building up. So far from their taking gold from the Bank at 
the next crisis, hopes were held out of their actually being able 
to take new gold to the Bank in replenishment of its own reserve. 
These hopes were not fulfilled. The banks held on to what gold 
they had, and took out from the Balik of England in the first 
three days of the crisis many millions more. Our system was 
I endangered, not by the public running on the Banks, but by the 
I Banks running on the Bank of England. 

These measures of the Joint Stock Banks, damaging though 
they were calculated to be to the City of London, might possibly 
have been justified if the banks had been determined through 
thick and thin to meet every demand of their depositors. The 
number of branch banks in the United Kingdom now exceeds 
nine thousand. The reserve of the Bank of England on July 29th 
amounted to £27,000,000. The whole of it, therefore, would 
have been exhausited by an average increase in the till-money 
held per branch to the trifling amount of £3,000. Adequately to 
replenish the till-money of all these branches was likely, there- 
fore, to tax every possible resource of the Joint Stock Banks. 
And, as we have always known, a serious run on the part of the 
depositors could not possibly be met except with the assistance 
of an emergency note issue. 
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The Joint Stock Banks had no intention, however, of paying 
out freely to their depositors the proceeds of their raids on the 
City. On Friday, July Slst, most of them had begun the 
suicidal policy of making difficulties ail over the country in paying 
out gold coin even to old customers who wanted £5 or f lO for j^etty 
cash, endeavouring to fob them off with Bank notes or silver. 
The extreme unwisdom of such action, so long as t»ie Banka 
had gold and were not yet provided with £1 notes, - pan 
scarcely be exaggerated. Nothing could have been so Well 
calculated to inspire the public with distrust or even panic, and 
to arouse in them the ancient instinct of hoarding. The Banks 
revived for a few days the old state, of which hardly a living 
Englishman had a memory, in which the man who had £50 in 
a stocking was better off than the man who had £50 in a Bank. 
On Friday, July Slst, and Saturday, August 1st, the shameful 
sight was seen of a queue of persons outside the Bank of England 
waiting to cash notes which had been forced on them. by their 
bankers. It should be added that, while on the Friday and 
Saturday some persons drew cash from their banks beyond the 
ordinary, the altitude of the general public was one of great 
coolness No sign at all was shown of the beginning of a general 
run. The Post Office Savings Bank remained open throughout 
.the period, for which the Joint Stock Banks were closed, without 
suffering seriously from withdrawals. 

By chance, Monday, August 3rd, was the date of our 
usual August Bank Holiday. When, therefore, the Banks and 
City offices closed oH Saturday afternoon, there were two clear 
days for reflection and cUupsel. The Joint Stock Bankers devoted 
the week-end to proposals of panic and despair. Some amongst 
their leaders were ready, it seems, to force suspension of specie 
j>ayment on the Bank of England, while its resources were still 
intact, without one blow struck for the honour of our old tradi- 
tions or future good name. But it was for protection against 
their depositors that they were most urgent. 

On Monday, August 3rd, the Government agreed to extend f 
the Bank Holiday by proclamation until the following Thursday 
evening. This course had the advantage of allowing time for the 
preparation of an emergency paper currency, and of affording a 
further period for reflection and consultation. On the other hand, 
the public, entirely cut of(‘ from access to their Banks from 
August 1st to August 7th, were put thereby to all kinds of incon- 
veniences, and the City of London was precluded for nearly a 
week from meeting any liabilities whatever. It became very 
difficult to cash notes, and a shortage of change was soon general. 
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Such inconveniences were not very imix)rtant in themselves, 
though they might easily have been the occasion of distrust and 
hoarding as soon as the Banks reopened. Fortunately this was 
not the case. The public decided to take good-humouredly what- 
ever they were told was necessary in the general interest. 

By the time the prolonged Bank Holiday had come to an end, 
the Joint Stock Banks had obtained from the Government two 
very important concessions. By the second Moratorium Pr(^lama- 
tion of August 6th the Banks were given a discretionary power 
ttr^feTuse the encashment of cheques drawn against balances, 
thus enabling them to discriminate against any customer who 
desired to draw from them an inconvenient amount, or whom 
they suspected of taking money for the purpose of hoarding it. 
This Moratorium l^roclamation applied to tlie great mass of 
money liabilities, exceeding T5 in amount; but the necessity of 
putting it in force so widely was f)artly due, I tliink, to the desire 
of tlie banks for the above ]>rotection against their depositors. 
If the banks were to be protected against their depositors, clearly 
the latter must receive a similar measure of protection against 
their creditors. 

Tlie second cqnQ^Ssipj^ related to the terras, , of. issue of the 
new""^l and 10.9. nates. These, it was decided, were to be 
issued, not by the Bank of England, but by the Treasury, and 
were to be put into circulation by being placed (through the Bank 
of England) at the disposal of the Joint Stock Banks, the Post 
Office Savings Bank, and the Trustee Savings Banks. ^ The Joint 
Stock Banks were free to apply for these to an amount up to 
20 per cent, of their liabilities on current and deposit accounts, 
and they were not required to deposit any specific security against 
them. “The amount of notes issued to each bank is treated,” 
according to the explanations published by the Treasury, “as an 
advance by the Trep;SiU:y_to.-ilmt,-Jbank, bearing interest from 
day to day at the current Bank-rate, the security for the Treasury 
adTance consisting of a floating charge on the assets of the bank 
up to the amount of the notes issued. The bank is permitted to 
repay the whole or any part of any advance at any time. Any 
amount repaid can be renewed if and when necessity arises.” 
Later on a modification in favour of the Banks was introduced, 
by which they could take out certificates from the Treasury, 
interchangeable for notes or for a credit at the Bank of England, 
interest being payable only on the amount to which they actually 

1 These notes are full legal tender, and obligatorily encashable in gold only at the 
Head Ofl&ce of the Bank of England, as agents for the Treasury. 
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a.vailed themselves of the facilities guaranteed them by the 
certificates. 

Tlius an emergency currency was provided for internal use, 
which, by economising the use of sovereigiis in the circulation, 
served to strengthen the Bank of P^nghind's reserve ; and at the 
same time the Joint Stock Bankers were provided by the Govern- 
ment with an immense amount of legal tender, where wit ii to meet 
claims, up to any probable amount, that their cle£)ositors might 
make upon them. 

In the event, the demands of Iheir depositors on the Thanks 
proved exceedingly moderate. On August 20th the value of the 
Currency Notes outstanding amounted to £‘21,500,000; and of 
tliis only £6,300,000 stood in the Treasury’s liooks as a loan to 
the bankers, the greater part of wliat was originally advanced to 
them having been repaid by that date.^ 

In the following week (August the Ik) nks oht aipe^ d a 

furtlit3r concession, perhaps tl)(3 mosi, iTnpTirhint of all from the 
point of view of tlkir pecuniary profit, by the (r()V(‘rnment’s 
guaranteeing them against bad debts made fui pr'e-Aii]jrisr?th“B^ 
oT Exchange, and authorising the Bank of England to turn 
these bills, if brought to it by the Jianks, into money ininiedialely. 
The general bearing of these measures has be en discussed above. 
.The Banks were treed from the risk of pecunlaiw losses and were 
supplied with a very large amount of floating funds. 

Through the whole of August many of the ]kinks, in spite 
of the extraordinarily strong position wliich the action of tlie 
Government had built up for them, were showing extreme caution 
in the use of the credits thus placed with them ; and the admirable 
composure of their dejX)sitors was not preventing them from 
asking for a further extension of the protection alTorded to them 
by the Moratorium. The (iov^rnment had ho|X3d that, in placing 
ihe public credit boldly, cheaply, and in huge amounts at the 
disposal of the Banks as the natural channels between them and 
the country at large, the greater jiart of this credit might jiercolate 
through to the industrial and financial world generally and serve 
to oil the wheels of the whole economic machine. On August 
26th Mr. Lloyd George was moved to express his disa}>pointment. 

Some responsible authorities, liowever, have advanced the view 
that “their (the Banks’) first duty is the duty of self-preservation,” 
and that they should take no steps which could risk, however 
slightly, this primary object. In this case we must admire the 
manner in which their leaders contrived to engage for such a 

^ By September 2 these figures had become j£25, 150,000 and £3,750,000 rcRpootively. 
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^purpose the public credit and the public funds, which the 
authorities of the Treasury placed at their disposal in aid of the 
widest and most general interests of the trade and finances of this 
country. The right view must depend upon how intrinsically 
desperate the situation during August really was. I believe, and 
subsequent events are constantly strengthening this belief, Jhat it 
was amenable to courageous action. 


V. 

The position of the Bank of England has been the subject 
of indirect allusion in the preceding pages. There is wonderfully 
little to add in a specific account of it. Greatly is this to the 
credit of the authorities of the Bank ; for it is due to the fact 
that they, at any rate, have endeavoured to carry on as nearly 
as possible as usual. 

The crisis found them (July 22nd) with a reserve (£29,000,000) 
and an aggregate gold-holding (£40,000,000) of normal amount, 
and a bank-rate of 3 per cent. On Wednesday, July 29th, they 
lost about £1,000,000 in sovereigns for the Continent ; and, during 
the week ending on that day, £1,000,000 had been taken out 
for the joint stock banks and the internal circulation. These 
amounts were trifling. The flood of bills taken to the Bank for 
T'e-discount liad, however, already begun and w^as shown by in-, 
creases in the July 29th return of £12,250,000 in the “other 
deposits,’* and £13,650,000 in the “other securities.” On this the 
Bank-rate was raised to 4 per cent. 

On Thursday, July 30th, another £1,000,000 was taken for 
abroad, and oi}, Friday, July 31st, again £1,000,000, chiefly for 
Prance. On Friday, August 7th, after the prolonged Bank 
Holiday, £230,000 was taken for France. This was the end of 
a movement which had been, from first to last, trifling. During 
tlie rest of August the demand for gold for export entirely ceased. 
The balance of international indebtedness was strongly in our 
favour, and, with the re-establishment of communications, a steady 
inward flow of gold began. On every single day, for the rest 
of August, the Bank bought gold, the total influx from August 7th 
to the end of the month amounting to the considerable sum of 
£18,500,000.^ This more than counterbalanced the Bank’s large 
losses of gold to the joint stock banks and the internal circula- 
tion. In its return for August 26th the Bank of England was 
in the proud position of being able to show a larger holding of 
gold than at the corresponding date in 1913. 

All this was in entire accordance with reasonable anticipations. 

^ Inoludiug £2,000,000 unearmarked on Indian account. 
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The principle that the Bank of England can afford a small re- 
serve, because it always lies within its power to influence 
the exchanges of the world within a very brief period, 
has again been justified. Even if, as appeared possible for a few 
days, the special circumstances of war had prevenied ihe Bank 
from drawing gold, there was never any risk of her losing it for 
export abroad in any considerable quantities. 

In the early days of August the Bank’s jxnver of actually 
drawing gold appeared to be in danger for two reasons. In the 
first place very many of the countries whi(*b stix>d indebted to 
us had either suspended S|)ecie payments immediately or were 
about to do so. As usual, most coui' tries refused to use their gold 
reserves and preferred sterile hoards tu the fulfilment of their 
obligations. Some chose this course on account of the uncer- 
tainties of war; others on account of the, perhaps too great, 
suddenness with which Ijondon put on the brake — they were made 
to feel that the prospect of their being able to meet their engage- 
ments was too slight for it to be worth their while to meet them 
even in part. In the second place, some countries desirous of 
meeting their obligations in gold were hindered from doing so by 
the uncertainties of transjwt by sea and the prohibitive cost of 
insurance. 

To meet the first difficulty there was nothing, at the moment, 
to be done, and the Bank, with its possible sources of supply 
greatly curtailed, had to rest content with the consideration that 
the defaulting countries were at least unable to draw gold. The 
second difficulty was attacked by the Bank with boldness and 
success. There is nothing in the Bank Act to prescribe the 
location of the Bank’s Keserve. Advantage has always been 
taken of this to reckon in the Keserve gold lodged, often in 
large quantities, at the Mint. It was an obvious extension of this 
to open depositories at Ottawa for the receipt oiV„Axxxoiimn..^pld , 
and" in South Africa for deliveries from the mines. ^ Although 
n 5 public stafement has been made to this effect, gold so received 
seems to be included in the daily and weekly statements of gold 
bought by the Bank, no distinction being made between the gold 
actually in London and that which still lies in Canada or British 
South Africa. It may be anticipated that these arrangements 
will be extended to India. 

This arrangement not only [)08sessed the advantage of avoid- 

1 For gold tendered at Ottawa the Bank pays cash in London at the rate of 
77s. 6d. per ounce for gold bars, and 76s. O^d. per ounce for U.S. gold coin. Against 
gold in South Africa the Bank advances at the usual rate of 778. 9d. up to 97 per 
cent, of the value, the balance to be adjusted on the eventual arrival of the gold 
in London. 
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ing the risk of sea transport. It also enabled the Bank to antici- 
pate by several \veeks the arrival of gold from South Africa. If 
the gold can be credited to the Bank as soon as it is ready for 
export, the output of seven or eight weeks at the mines can be 
added to the Bank’s Eeserve in the first three weeks of the inau- 
guration of the new arrangements. The Bank includes in its 
Eeserve gold which would not normally have reached it for a few 
weeks to come. 

As matters have turned out, the replenishment of the Bank’s 
Eeserve has been almost entirely due to receipts from the United 
States and the South African mines. Of the £18,500,000 received 
between August 7th and the end of the month, £8,000,000 was 
in United States gold coin, £7,200,000 in bars,^ £2,000,000 in 
sovereigns from the Indian earmarked account, and £1,400,000 
in sovereigns from South America (Argentine, Brazil and 
Uruguay). Nothing was received from any other source. 

Even those who in tlie early days of August demanded a 
suspension of specie payments by the Bank of England must 
begin to wonder what solid reasons can have influenced them. 
Even if the Bank of England had been exposed to a foreign 
drain of gold, or to the risk of it, it would have been a shameful 
abandonment of the Bank’s traditions to have refused to pay out 
gold so long as any substantial quantity of it was still available, 
A suspension of specie payments, the English have been taught 
to believe, is a last, and not a first, resort. On an unshaken 
belief in the tenacity of this tradition the international position of 
the City of London largely dei>end8 ; and weakness on this point in 
the early days of the crisis, however great the danger, might have 
preluded a vast loss of future prestige. 

In the actual circumstances, however, a belief in any serious 
danger of the loss of gold abroad showed a great misconception 
of the financial situation of this country. It would have been 
ridiculous to have risked our prestige by refusing to meet our 
immediate foreign obligations in cash at a time when the rest 
of the world, so far from being able to demand money from us, 
was utterly unable to pay what was immediately due to us from 
them. 

The staunchness of the Bank of England, the authorities of 
which never wavered in their determination to meet immediately 
in gold all possible claims upon them, and the good sense of the 
Treasury and of the Government, fortunately deprived of influence 
counsels of so great folly. One need only record here the general 

' How much of this was deposited respectively in S. Africa, Canada, and 
London, it is not at present possible to state. 
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belief that authorities of souie iiinx)rtance did east tlieir influence 
on the other side. 

The fear that the Bank of England might not be able to meet 
its liabilities in gold was chiefly due, I think, to anxieties as to 
the j) 08 Sible drain of gold into the internal circulation. As soon 
as the Joint Stock Banks took fright in the last week of July, 
the volume of coin and notes which they required to replenish 
their till-money in their nine thousand branches was, as we have 
already seen, enormous. Although in the week ending August 
7th the Bank had only been open for a few days -tl4,G10,000 in 
coin and notes had been taken out for internal use and the 
Reserve had fallen from £27,00(J,000 to XM 0 000,000. No one 
could say for certain what the behaviour of ilv' public would be 
when the banks reopened after the. prolonged J4ank Holiday. 
Whatever, tlierefore, the strength of Hie Bank jniglit be as regards 
an external drain of gold, stefis had clearly h) be taken to prevent 
the gold draining away quite uselessly into (h(‘. internal circula- 
tion to gratify any anti-social instinct to hoard whicli might 
show itself. 

Three steps were taken to avoid this danger. Two we have 
already noticed — the [irotection given to tht' Banks by the second 
Moratorium Jh'ochimation against extreme th'm.inds on the part 
pf their depositors, and the issue of (Currency Notes under the 
legis of the Treasury. JJiese were new . The third was of the 
old-fashioned kind, namely, an assurance from the Government 
to the Cfovernor of the Bank of P]ngland that he inight feel 
himself free, if the occasion should arise, to increase beyond its 
usual figure, in spite of the Bank Act, the Bank's uncovered 
fiduciary issue of notes. 

As a matter of fact the issue of Ml Treasury Notes to a com- 
paratively moderate amount has been sufficient to meet such mild 
demands as the public have made for a volume of currency beyond 
the ordinary. These Treasury Notes, being entirely a Govern- 
ment matter, do not enter under any head into the Bank Return. 
Consequently, although the total issue of paf)er money in this 
country. Bank Notes and Treasury Notes taken together, may, 
counting notes in the hands of the Joint Stock Banks as in circu- 
lation, have exceeded for a few days between August 7th and 
August 19th (this has not been the case since that date) the 
fiduciary issue normally permitted to the Bank of England issue 
alone, there has been no occasion for a formal breach of the Bank 
Act ; and the Bank of England’s own issue has remained through- 
out well within the prescribed limits. 

Authorities differ a little as to what they mean by a “Suspen- 
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sion of the Bank Act.” Is the Act suspended when the Bank is 
given hypothetical powers to exceed the fixed issue in given circum- 
stances? Or is it only suspended when these powers become 
operative and the fixed fiduciary issue is actually exceeded ? In the 
latter case the Bank Act has not been suspended this time. 
And the latter interpretation is, I think, to be preferred. For 
the public may know nothing of any private understandings which 
exist between the Government and the Bank as to the action 
which will be authorised in hypothetical circumstances. 

In one respect recent procedure has been different from that 
followed on former historic occasions. In the Currency and Bank 
Notes Act, 1914, the Treasury have for the first time taken 
formal legal authority, in^ advance, to allow Banks of Issue to 
exceed their fixed limits. The first part of Clause 3 of this Act 
reads as follows : — ‘‘The governor and company of the Bank of 
England and any persons concerned in the management of any 
Scottish or Irish bank of issue may, so far as temporarily 
authorised by the Treasury and subject to any conditions attached 
to that authority, issue notes in excess of any limit fixed by law.” 

The conditions of issue of the Treasury notes practically give 
the Treasury a free hand. I believe that the Treasury may be 
trusted to use their large powers wisely, and that it was right 
not to attempt in emergency legislation to enter into detail 
or to prescribe loo closely the powers of the executive authority. 
But if these notes are to remain an integral part of our currency 
system for any long time, more precise regulations in respect 
of them ought to be thought out at leisure. At present Clause 2 
of the Act runs : — ‘‘Currency notes may be issued to such persons 
and in such manner as the Treasury direct, but the amount of any 
notes issued to any person shall , by virtue of this Act and without 
registration or further assurance, be a floating charge in priority 
to all other charges, whether under Statute or otherwise, on 
the assets of that person.” The assets against the notes, amount- 
ing in value to ^21, 500, 000, which were outstanding on August 
26th, consisted to the extent of X10,000,000 of a charge, under 
the above clause, against Joint Stock Banks, Post Office Savings 
Banks, and Trustee Savings Banks. The balance of £11,500,000 
had been repaid by the institutions to which they had been 
issued in the first instance (although these notes were still in 
circulation with the public), and was represented by a credit at 
the Bank of England standing in the name of what the Treasury 
have decided to call ‘‘The Currency Note Eedemption Account.” 
This Account is, of course, distinct from the Exchequer Balances, 
though included along with these Balances, with the Savings 
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Banks Account, and with the Commissioners of National Debt 
Account, in the “Public Deposits” at the Bank of England. 
There is nothing to prevent the Treasury from making use of 
this account to fill up a temporary deficit in the Exchequer 
Balances, whether by issuing Treasury Bills to the Currehcy Nvite 
Eedemption Account, or without this or a similar formal ity.' 

There remains the attitude of the Bank in granting accom- 
modation to the Money Market. As w^e have seen, great 
quantities of bills were brought to them at once, which, in com- 
bination with the amount of gold and notes taken out by the Joint 
Stock Banks, led to a rise in the Bank-rate from 4 per cent, 
on July 30th to 8 per cent, on July 31st, and to 10 per cent, 
on August 1st. 

This violent movement was a mistake, the second jump to 
10 per cent, being made, perhaps, under the influence of the 
Treasury, which was probably influenced by the traditional rule 
that the bank-rate must be 10 }>er cent, as a prior condition to 
the grant of emergency assistance. The principle that the banlv- 
rate must be raised in a crisis is in general sound, but it was 
applied in this case without sufficient regard to the s]>ecial circum- 
staru^-es. In general a high bank-rate has the eflecd of attracting 
gold from abroad or retaining it at home, wJhle a moderate bank- 
/'ate, on the other liand, restores confidence. Usually the Bank 
has to compromise between these opposite influences. On 
this occasion a high bank-rate was useless in the special 
circumstances for the first pui'pose, and the need of estab- 
lishing confidence became, therefore, the dominating considera- 
tion. The 10 per cent, bank-rate caused great alarm amongst 
the general public, as well as to the discount houses to 
whom such a rate would be ruinous and who feared for a 
moment, though baselessly, that it might be a prelude to refusing 
them accommodation altogether. 

The mistake, however, was quickly realised and corrected. 
When the Bank reopened on August 7th, the rate was down to 
6 per cent., and was further reduced to 5 per cent, on the 
following day. This was flying, perhaps, to the opposite extreme. 
Six per cent, was quite low enough for the bank-rate in the 
circumstances, and probably too low as the rate of interest payable 
on non-interest bearing debts, post|)oned under the terms of the 

1 The return for September 2 shows that this course has actually been followed, 
£11 000 000 of the balance standing to the credit of the Note Redemption Account 
having been taken in aid of the Exchequer Balances and only the remaining 
£6 000 000 standing as a free credit at the Bank of England- Subsequently on 
September 9 £3,000,000 of the latter was “earmarked*' in gold for the Note 
Account. 
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Moratorium. As it was, a man who could easily pay a debt by 
obtaining his usual accommodation from his banker, might find 
it cheaper to avail himself of the Moratorium. The rate on 
Moratorium debts ought to have been appreciably higher than 
the rate chargeable by bankers on overdraft accounts.^ 

The low bank-rate, however, assured the Money Market of 
ample funds at a moderate charge. The effect of this was greatly 
reinforced by the Government’s guarantee on pre- Moratorium 
bills, which we have already discussed. The Banks and Discount 
Houses secured their |K)sition by turning their bills into credits 
at the Bank of England. To keep so large an amount of funds 
idle naturally cost them something, their loss being the Bank of 
England’s gain, but at 5 per (‘cnt. this was by no means 
insupportable. The growih pari ])assu of the “other deposits “ and 
the “other securities “ at the Bank of England is instructive : — 


July 22 

„ 21 ) 

Aug. 7 

„ 12 

19 

„ 26 

Sept, 3 


Other Securities. 
£ 

.. 33,732,762 

... 47,307,530 
. 65,351,650 
... 70,786,596 
... 94,720,080 
... 109,904,670 
... 121,820,692 


Other Deposit*. 
£ 

42,285,297 

54,418,908 

56,749,610 

83,326,113 

108,094.287 

123,892,659 

138,818,826 


These vast fi()ating funds form a basis on which the Joint Stock 
Banks ought to feel perfectly irev, so far as their own safety, 
is concerned, to finance all reasonable, business. The fear of their 
going too far and of the magnitude of these credits leading to 
inflationism does not (^xist for the present. But this is a jicssible 
danger of the future, and, as confidence is restored, it may be 
wise to raise, rather than to lower, the level of the bank-rate. 

It is important to remark that the high level of the “other 
deposits” is no proof in itself that the Joint Stock Banks are 
unduly restricting the employment of their funds. However 
much lihey lend in the country, such loans can have no effect 
on the aggregate deposits of the Bank of England, except in 
so far as they lead to the export of gold (which is not likely at 
[vresent), to the use of more gold or bank-notes (as distinguished 
from Treasury notes) in the internal circulation, or to the paying 
off at maturity of bills now held by the Bank of England (which 
any new loans may affect at first but indirectly). 

While the recent business of the Bank of England has befen 
on an unexampled scale, we see that, formally, the Bank has 
departed but very slightly from any of its normal practices. 
A conservative ada])tation of its nineteenth-century traditions has 


^ The mistake of allowing too low a rate of interest on debts postponed under the 
Moratorium has been maintained and accentuated in the further Proclamation of 
September 2. 
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been sufficient, so far, to see it through. This is a just cause for 
satisfaction. The Bank of England has been so well founded 
and its instincts so aptly formed, that a stolid determination, half 
sleepy and half courageous, not to depart from its usual courses, 
has been enough. 

Its peculiar mode of government might, in tnc unexpected 
circumstances of last month, have proved to be troublesome. As 
is well known, no representatives of the banks are, by old tradition, 
admitted to the Court of Directors of the Bank of England. Thesu 
Directors are drav/n, to a fairly large extent, from the oldest and 
best established Accepting Houses of the City. Now it has been 
primarily these Houses which have been in difficulties, and it 
has been their inability to meet their immediate engagements for’ 
which it was most urgently necessary to find a remedy. This 
close connection betw^een the Bank of England and the Accepting 
Houses might have been embarrassing. I do not think this has 
actually been the case. We baA e to thank partly the City’s admirable 
traditions, and partly the practice whereby the actual government 
of the Bank is^ mainly vested in the Governor and Deputy-Governor 
for (he time being, one or two ex-Governors, and the permanent 
officials. 

Praise is due also to the Treasury. In the hurry of the times, 
and subject to vrodous influences and counsels, they have not done 
everytliing ])erfec^ly right, 1 have expressed doubts above in 
respect of the Bank-rate policy, and the Treasury may be 
assumed to have exercised some influence ovei' this. The policy 
of so wide-embracing a Moratorium has been doubtful. The rate 
of interest payable by those availing theJiiselves of it should cer- 
tainly have been higher than six per cent. ; and more definite steps 
should have been taken gradually to bring it to an end at an earlier 
date. The mode of guaranteeing pre-Moratorium bills was some- 
what crude and exj>ensive ; — more direct attention might have 
been paid to the problem of getting new bills accepte(i ; and 
as regards the old bills the Bank of England should have 
liad two rates — bank-rate for bills taken “with recourse** to 
the last holder in the event of ultimate failure of the other 
parties, and two per cent, above bank-rate for bills taken “without 
recourse,’* the additional two per cent, being paid towards an 
insurance fund. 

But most of these are j.x)int8 of detail. In matters of broad 
policy the^Treasury have trod so far, as I think the effects of their 
measures have shown , the right path between doing too little and 
doing too much. They have acted on the whole witli rapidity and 
Avith courage, and have combined a regard for principle with 
j)ractical good sense in action. 
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In the dark and uncertain days which seemed to divide by 
an interminable period the last Thursday of July from the first 
Thursday of August, the City was like a very sick man, dazed 
and feverish, called in to prescribe for his own case. Its great 
Houses, suspecting the worst, could not then gauge exactl^y how 
ill they really were ; and the leaders of the City were jpaany of 
them too much overwhelmed by the dangers, to which they saw 
their own fortunes and good name exposed, to have much wits 
left for the public interest and safety, At this point the Minister 
and the Civil Servant, with no affairs of their own to divert them 
from the affairs of the country, alone stood possessed of the 
(jualities which were instantly required of them. ' 

VI. 

, We cannot yet reckon up losses. After the blackest week 
of its history, the City woke to find itlelf still alive ^nd, if 
not well, with no organic or vital injury. In spite of the pro- 
longed Bank Holiday and the Moratorium, I do notl^elieve that 
anything has yet occurred to derogate from the internSbtional 
position of London. Many things will be donell®e|^tly in 
the future, but no seeds of grass have yet been sown in tl^'City’s 
streets. ’ 

When from the public and not from the private point of 
view, we come to estimate the financial losses of war, certain 
considerations, apt to be overlooked, must be called to the notice 
of the prophesiers of too much evil. 

The wealth of the world mainly consists (apart from ktfowr 
ledge and trained men) in such things as natural resources, 
drained, enclosed and cultivated fields, roads, railways, buildings,, 
factories, and machinery. War may temporarily diminish the 
immediate usefulness of these, but, except in what is but 
a small part even of the countries directly affected, it does 
not destroy them. If there is no capital to complete an un- 
finished railway in Canada, what has |)een already done |ls, Jor 
the time, nearly useless. If the Continental market for Bi^ilian 
coffee is cut off, transport receipts suffer. When manufacturers 
have lost their market, machines and factories lie idle. If ex- 
porters have made bad debts or debts at present irrecoverable, 
profits and dividends must fall. But this is all loss of income, 
not of capital. We have not permanently lost the fruit of^hS' 
savings of past years. War absorbs current savings and current 
income ; it consumes and depletes our stock of consumable goods. 
But only to a very slight extent indeed does it destroy or diminish 
the world’s accumulated improvements. 
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Although it is our current income, and not our capital, that is 
threatened, there is a false and misleading appearance, through 
the destruction of paper values, of an enormous and widespread 
loss of the latter. This is due to a violent change of equilibrium 
in the^mmediate exchange values of the three categoxies- --capital 
goods, money, and consumable goods. This change is due to two 
more or less distinct influences, the one arising out of tho state 
of finance, the otLei:.out of the state of consumption. 

It is the business of firtanciers to hold their assets, through 
the medium of title deeds, bonds, and securities, in the form of 
goods, partly consumable but mainly fixed ; while their liabilities, 
on the other hand, are in the forni of promises to pay out pucp.8 
of money. If the financiers are called or to fulfil their liabilities 
at a time when for reasons of prudence or panic people generally 
do not iihoose to have more of tbeii resource'^ tlian they need in 
the form of fixed capital goods, they are forced at any cost to 
themselves to turn their assets into money, even though they 
know well enough that the future money-value of theii assets 
is certain to be far higher than the presejit money-value. The 
steps .%ken by the Government and the Bank of England haYe 
been partly ' directed tow'ards meeting this unusual demand for 
money by manufacturing more of it (currency notes, bank 
notes, mintage of new silver coins, postal orders, and the crea- 
tion of credits at the Bank of England), though this manufac- 
ture of new money must take place very circumspectly if in the 
long^' run it is not to do more harm than good ; and partly to 
relieving financiers of their promises to pay irioney (tlie Mora- 
torium^). These steps cannot be entirely successful and. do not 
; prevent a very great temporary alteration in the relative exchange 
value of fixed capital goods and money. This may involve great 
changes in the distribution "of wealth as between individuals, and 
incidentally some destruction of organisation. But the capital 
goods# themselves are not destroyed. When we read in th« 
Bankas' Magazine that there was a fall of £188,000,000 between 
July 2Dth and July 30th in the money value of 387 representative 
securities, a large part of which are situated outside Europe, we 
learn not, as with the destruction of Iji6ge or Lemvain, of a loss 
of the world’s real wealth, but only of the financial world’s 
'exteeme urgency for money. 

The change in the relative value of capital goods and of con- 
sumable goods, apart from changes relative to the connecting link 

1 The Moratorium is, of course, also designed to protect those whose liabilities 
ere their own promises to pay and whose assets are other people’s promises to pay. 
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of money, is a more real* thing for the ordinary citizen who* is 
without financial interests. Fluctuations in the relative value’ of 
capital goods and, .money can be partly remedied by artifice. 
But when we eliminate money and discover that a given*guantity 
of capital goods purchases 10 per cent, less (or whatever the 
figure may eventually prove to be) of consumable goods, we 
have a proof or presage of general and material misfortune. 

The value of a certain block of capital goods in terms of con- 
sumable goods at a given moment of time depends partly on the 
income of consumable goods to which the capital goods will 
ultimately give rise, and partly on the relative urgency of our 
need for present income and for the right to future income. 
For the purposes of war only the right to goods, consum- 
able now or soon, is useful. The harvests, and ‘the means 
to the harvests, of ten years hence do not count. We experi- 
ence, therefore, a sudden and violent change in our relative 
valuation of present and future income. Where formerly we 
equated against iOO units of present goods 117 units of goods due 
three years hence, we now prefer 100 of present goods to T24, 
perhaps, of the goods of 1917. This shows itself in the rate of 
interest and in the number of years’ purchase of eachiuture year’s 
income from the caifital goods which the present exchange value 
of these capital goods represents. But the actual future income 
from the capital goods may remain exactly what it was. 

This urgency for present goods is solid proof enough of im- 
j)ending distress and poverty iji the f>resent and the near future. 
The world will be cold and hungry this winter. But W'e must not 
argue from this that we are ruined for life, or suppose that even 
a war of three years can destroy, for the years which succeed it, 
the material benefits of the last twenty. 

It was said in some of the German papers soon after war 
broke out, in answer to the question how the German Army could 
jnaintain itself in being for a long period, that the savings of the 
people amounted to 15,000 milliards and that the Gqvernment 
would begin with these. The savings of the German people, 
however they be stated in terms of milliards, are houses and rail- 
ways and the like. Luckily for the material future of their 
country, not ^yen the Prussian Army can eat rails and embank- 
ments or clothe itself in bricks and mortar. 


J. M. Keynes 



NOTES AND MEMORANDA 


Property, Philosophically and Belhhously Regarded. 

To anyone who has realised how fundamentally social problems 
ill all ages have been bound up with the institution of property, 
and who has any sense of the historical development of opinion in 
this country , the appearance of a recent volume of essays under 
the editorship of the Bishop of Oxford ^ is a significant and arrest- 
ing event. Its title dates it as belonging to the early twentieth or 
early sixteenth century, and marks it out as the effort, if not 
the exclusive effort, of Churchmen. The book owes its origin, as 
Bishop Gore explains in his Introduction, to the desire of Dr. 
Bartlet (of Mansfield College) and himself that literature of a 
popular kind should be issued dealing with the duties and rights 
of property from the point of view of the Biblical doctrine of 
stewardship, and that, as a necessary preliminary, a more thorough 
or philosophical treatment of the problem should be worked out, 
which should offer some principle or principles on which the 
institution could be judged and which should serve as a basis of 
teaching and policy. Such a treatment. Bishop Gore claims, has 
on the whole been achieved in the seven essays here presented. 
They fall into two chief groups — first, four essays by Professor 
Hobhouse, Dr. Hastings Eashdall, Mr. A. D. Lindsay, and Canon 
Scott Holland, which attempt theoretical analysis of the problem, 
and set up standards of judgment for it, at the same time review- 
ing. earlier theories of property; and second, three essays by 
Dr. Vernon Bartlet, Dr. A. J. Carlyle, and Mr. H. G, Wood, 
dealing with the teaching of the Early, Mediaeval, and Protestant 
Churches. 

Two significant features of the volume deserve praise. The 
first is its protest against the attitude towards property so dominant 
in England in the eighteenth and nineteenth centuries — the view 

1 Proi)erty : its Duties and Bights, Historically, Philosophically, and Beligi- 
ously Regarded. Essays by various writers, with an Introduction by the Bishop of 
Oxford. (London : Macmillan. 1913. Pp. xx + 19S1) 
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that property is something ultimate and absolute. As Canon Scott 
Holland says, in a masterly survey of opinion from the Eeforma- 
tion onwards, it had come to be forgotten ‘‘that there was any 
question as to the right of private property to exist, or as to the 
conditions of its origin.” The historical connection of this attitude 
with a narrowly individualistic view of life, and its total lack of 
justification are set out clearly, and open the way for a study of 
property as an institution to be judged, lik® other institutions, 
according as it serves the ends which the individual and society 
set before themselves. The second and even more significant point 
is that the book attempts, although not with great success, as 
we shall see, to bring ethical standards to bear on the prqblem. 
This is the true significance of its connection with the Cfiurch. 
For, with all their faults and terrible limitations, the Churches 
have been the great ethical teachers of mediaeval and modern 
Europe — broadly speaking, the sole great force opposing the idea 
of positive duty towards others to that of self-interest, and the 
conception of brotherhood and community to that of individuals 
and rights. And ethical considerations, more than any others, 
need to be explained and emphasised to-day in dealing with ques- 
tions of property ; for the utilitarian philosophy, which superseded 
the philosophy of natural rights and which has had the deepest 
influence on English political thinking, has made them seem 
strange and fantastic to whole schools of thought — not least to 
schools of economic thought. 

What principles, then, do these essayists offer us, on which 
we may base teaching and policy regarding the institution of 
property ? 

On one point there is a general consensus of opinion among 
them. lh*operty in articles of consumption and in personal effects, 
and even tools, must remain private, individual, because, without 
such property, man remains a child, personal responsibility is 
impossible, and personality cannot develop. Some measure of 
individual control of external things is fundamental to freedom. 
This typical Hegelian position is accepted and emphasised by all 
the theoretical essayists, in spite of their varying degrees of 
sympathy with “German Idealism.” Though it must be remarked 
that there never was any real question about private property in 
such things, it may be added that the point is very well put in 
these essays, and that it clears the ground to have it defined and 
isolated. 

The criticism which has to be made is that no clear view is 
given of the limits of the property so justified, and indeed that, 
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especially in the essays of Professor Hobhouse and Canon Scott 
Holland, the fact that the question of limits is important is hardly 
realised. It is easy to extend the property required for the control 
and arrangement of life from clothes to the books of a teacher, 
the to^Is of a smith, the land of a peasant ; and it is n^t possible 
to settle in any simple way how far the same is true of the factory 
of a manufacturer, the workshop of an engineer, the slock of a 
merchant, etc. in other words, one of the large questions regard- 
ing property relates to property in means of production used or 
actively controlled by the owner. No real discussion of that ques- 
tion is to be found here, though its existence is realised at places. 

But, important as this question is, it is a small part of the 
whole problem of private property in means of production, and 
becomes smaller the more widely industry is carried on by joint- 
stock companies. The largest and most important question has 
to do with large property not directly used by the owner, but 
normally lent out or invested for use by others, although in a 
class of cases controlled by the owner. The volume is chiefly 
concerned with. this problem — the problem of private property in 
the means of production, using the term roughly and not defining 
closely what it excludes ; and it is one of its services that it sharply 
distinguishes between such property and “property for use.*’ 

. On this subject a general consensus of opinion does not exist 
among the essayists, although the minority do not emphasise their 
differences. But the tone of the book on this point is set by 
Professor Hobhouse. His view is accepted, uncritically and as 
if it were satisfactorily proven, by Bishop Gore and Canon Scott 
Holland ; and as it is the view which the forjiier implies in his 
Introduction, may be regarded as the conclusion of the volume. 
Dr. liashdall dissents and Mr. Lindsay agrees with such qualifica- 
tions as amount to disagreement. 

Professor Hobhouse’s conclusion is that private property in 
the means of production should disappear, and be replaced by 
State or communal ownership — it being assumed that large- 
scale machine industry will continue. This conclusion is based 
on two positions — first, a description of such property in private 
ownership as essentially “property for power,” with the implica- 
tion that it makes workers who do not own such property de- 
pendent on the class which does — it puts them into the “power ” 
of that class, which directs their labour for its own advantage; 
and second, a view that there is no justification for such property, 
since it is not property for use, and so is not required as a 
condition of individual freedom and responsibility. 
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Now, this 18 a very crude and one-sided view of the zuBin 
question regarding property. It is more wrong than right in what 
it does see, and it fails to see some of the main elements of the 
problem, both ethical and economic. 

In the first place, it is false to say that the essential fact about 
large private property is that it is property for power, which puts 
workmen under the control of the owner. The essential fact is 
that it gives the owner income without working for it — t.e., gives 
him a property-income which does not involve reciprocal personal 
service, as the labour income does. It makes the owner, to speak 
roughly, a rent-charger on the industry of society. The essential 
fact about a propertied class — in the feudal system or in modern 
commercial society — is, and always was, leisure and large spending 
power — support by others in freedom from economic labour, with 
the opportunity and means to do other things — fight, govern, 
teach, vegetate, degenerate, or what not. 

It is true that property does give a power over non-propertied 
workers, and that it may be badly used. But this “power” is 
no specific characteristic of private property in the means of pro- 
duction. It exists equally when such property is owned by a 
community or State. Railway servants would be just as dependent 
dh proj)erty owned by others if the railways were nationalised. 
Disagreements in regard to wages and conditions between em-. 
p]oyeT and employed would in no way be excluded. Certain 
elements of difference would, no doubt, be introduced by the 
change; but what these would be, on one side and another. Pro- 
fessor Hobhouse does not discuss, and it is absurd without such 
a discussion to denounce private property in means of production 
simply because it involves dependence of workers on property not 
owned by them. Further, Professor Hobhouse succeeds in exag- 
gerating the whole question of industrial dependence by not making 
clear to himself and his readers (although he realises it in certain 
connections) that such dependence is a final and absolute fact of 
life, so far as men are workers dependent on earnings and con- 
ditions, and a fortiori in a Socialist State. It is a regrettable 
inconsequence in those who most of all realise the organic inter- 
, dependent nature of man and society not squarely to face this plain 
fact. Failing to do so, they sometimes work up a righteous 
indignation about dependence on the power of others, which is 
largely misdirected and has in it elements of childishness. The 
result in regard to the problem of industrial control is a failure 
to see that the main force on which workers are dependent is the 
demand of their society for their services. The capitalist directs 



1914] 


PROPERTY, PHILOSOPHICALLY REGARDED 


491 


labour and capital into production of commodities which others, 
and not he, will want; and their wants, and not his ecoi^omic 
power, are the main forces which control the workman. This is 
not to say that his direct power as capitalist and employer is not 
large ; nor is it to say that the power of the propertied class to 
direct production through its spending power is not large ; but 
to judge these “powers’* one must see them in proportion and 
as a part of wider forces. In this, this book fails; and instead 
presents a half-conscious, halt-unconscious attempt to portray the 
problem of large property on the lines of the old Radical presenta- 
tion of constilutional power. 

It follows from his failure in analysing the main facts of the 
system of property, that Professor Hobhouse does not bring out 
the most fundamental question which it raises — an ethical ques- 
tion. The essential fact about large property being that it secures 
the owner income without work on his part, the essential question 
is : Wliy should he have such an income — this right to the services 
of his fellows — without work? The owner of property gets services 
froTPt his society without guarantee of service on his part in return. 
Merely qud property-owner, he gets and does not give (mere 
lending of property is not giving in the sense here in point). If*, 
therefore, the property-owner is nothing more than a property- 
owner who spends his income, he is a drone, “a useless member 
of the commonwealth,” and no matter how necessary private 
property might be held to be from a narrowly economic standpoint, 
it would in such circumstances be one of the ultimate wrongs — 
a wrong which the Church has always denounced in general, and 
at times in specific terms. The first question, therefore, regard- 
ing large private property is the etliical one : What service 
to society does the propertied class (and the propertied individual) 
render in return for the services which its property enables it 
to exact from society ? 

And as Professor Hobhouse’s view prevents him from bringing 
out this question, so, in the second place, it leads him to apply 
a wrong standard of judgment to the system of private property 
in the means of production. He asks, in essence : Is large private 
property necessary to the growth of personality in the same way 
as “property for use” is? And since, of course, it is not, he 
condemns it as unjustifiable. But this is childish. It is surely 
necessary to ask whether the real effect of large property — viz., 
giving a class leisure and large spending power — may not be 
justifiable on other lines than those which justify property for use. 

The main theoretical discussion of large private property in this 
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book is therefore so superficial and one-sided that it seems advisable 
to set against it a mere outline of |h^ problem involved. First, 
large private property means that individuals obtain spending 
power (t.e., services of others) without any guarantee that they 
will give services in return, and with the possibility that they 
will work evil rather than good. Second, such property involves 
an ethical wrong of the first magnitude, unless the propertied 
classes do, in fact, render services, and services in some rough 
way commensurate with their incomes. Third, the services re- 
quired by society are not only the ordinary services of economic 
production — food , clothing , housing , etc . Society also needs services 
in matters of government, •administration, economic control and 
development, thought, teaching, art, standards of life. Fourth, 
do these classes render such services? To some extent yes, to 
some extent no. Property provides . them with the opportunity 
of performing services not easily or often performed by non- 
propertied people, just as much as it involves no guarantee that 
they .will perform them. It is not at all clear of what extent and 
value the services performed by the propertied classes in this 
country are; the subject has not been seriously mapped out, and 
it is a complex one. Three points only seem certain : — (1) They 
do much service in various ways. (2) They do not do anything 
approaching the service they might, so far as their mere income- 
is concerned. (3) The service rendered by a propertied individual 
will not be commensurate, even in the roughest way, with his 
‘income if the latter is very large. Fifth, is it probable that the 
valuable services which the propertied classes dp perform can be 
provided for by some system not involving private property- 
incomes? This question has been scarcely tackled seriously; its 
answer can only be hoped for after a study of the elements of 
the fourth question has been made. Sixth, assuming that property 
does make possible important services not otherwise easy to obtain , 
are these obtained at a heavy cost of positive evil inflicted on 
society? And can such evil be limited or corrected by State 
control, or does it demand the abolition of property-incomes? 
Seventh, to isolate the first of two considerations of great economic 
importance, is the institution of private property and inheritance 
needed to induce the large saving which is the condition of the 
large supply of capital necessary with present knowledge to main- 
tain the enormous population of industrial nations, and keep up 
even the present average income per head ? And could a Socialistic 
UBystem in "practice provide for this condition of industry? No one 
can answer the second part of this question with any assurance 
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OBJECTibNS TO A COMPENSATED DOLLAR 
ANSWERED 

♦ 

In The Purchasing Power of Money (1911) I sketched a plan 
for controlling tie price level, standardizing the purchasing 
power of mdnetrry units. This plan was presented more bilefly, 
but in more popular language, before the Inteniational Congress 
of Chambers of Commerce, at Boston, September, 1912. The de- 
tails T^ere most fully elaborated^ in the Quarterly JourTial of Eco- 
norhicSy February, 1913. Following and various other pre- 
sentations of the subject, especially tne discussion at the meeting 
of the American Economic Association in December, 1912, the 
plan was widely criticised by economists, both favorably and un- 
favorably, as well as by the general public. The bibliography 
at the end of this article is selected from a list of 344 references 
(of which 306 are*^ewspapers), and I there include references to 
anticipations of the plan by Professor Simon Newcomb and 
Aneurin Williams, M. P.^ 

On the whole the plan has been received with far more favor 
than I had dared to hope and even the adverse criticism has 
usually been tempered by a certain degree of approval. 

- The object of the present paper is to answer briefly the more 
important and technical objections which have been raised. The 
chief popular objections and misunderstandings were answered by 
an article in the New York TimeSy December 22, 1912. Only 
one of these is included in this article. Answers to the more 
popular objections, omitted from this article through lack of 
space, will appear in a book, Siamdardizing the Dollary which I 
hope to publish in 1916. 

^Mr. Williams’ plan, described in 1892, was first brought to my attention 
after the American Economic Association discussion. That of Simon New- 
comb, the famous astronomer (and economist), appeared in 1879. I came 
upon it by accident after the present article was in type, in searching for 
data on the allied subject of an absolute standard of value. Newcomb’s 
and Williams’ plans are so nearly identical with mine as to leave nothing vital 
which I can still claim as original and unanticipated except the proviso against 
gold speculation. Among others who have anticipated the general idea of 
changing the weight of the dollar are, William C Foster of Watertown, Mass., 
Henry Heaton of Atlantic, Iowa, Professor Alfred Marshall {Contemporwry 
Eeview, Mar. 1887, p. S71, footnote), and President Woodrow Wilson. In a 
book which I hope to publish on this subject in a few months, I shall include 
references to several other, though less similar, anticipations which have come 
to light, one being by Alfred Russell Wallace. 
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I shall begin with a skeleton statement of the plan; space is 
lacking for more. In brief, the plan is virtually to vary each 
month the weight of the gold dollar, or other unit, and to vary 
it in such a way as to enable it always to have substantially the 
same general purchasing power. The word “virtually” is em- 
phasized, lest, as has frequently happened, any one should imagine 
that the actual gold coins were to be recoined at a new weight 
each month. The simplest disposition of existing gold coins would 
be to call them in and issue paper certificates therefor. The 
virtual gold dollar would then be that varying quantum of gold 
bullion in which each dollar of these certificates could be redeemed. 
The situation would be only slightly different from that at pres- 
ent, since very little actual gold now circulates; instesid, the 
public uses gold certificates, obtained on the deposit of gold bul- 
lion at the Treasury, and redeemable in gold bullion at the Treas- 
ury at the rate of 25.8 grains, nine tenths fine, per dollar. The 
only important change which would be introduced by the plan 
is in the redemption bullion; we would substitute for 25.8 a new 
figure each month. The gold miner, or other owners of bullion, 
would, just as now, deposit gold at the United States Mint or 
Treasury and receive paper representatives, while the jeweler, ex- 
porter, and other holders of these certificates would, jtist as now, 
present them to the Treasury when gold bullion was desired. 

There would also be a small fee or “brassage,” of, say, 1 per 
cent for “coinage,” i.e., for depositing the bullion and obtaining 
its paper circulating representative. In other words, the govern- 
ment would buy gold bullion at 1 per cent less than it sold it. 
This pair of prices, for buying and selling, would be shifted in 
unison, both up or both down, from month to month, it being 
provided, however, that no single shift should exceed 1 per cent, a 
figure equal to the amount by which the two differ. The object 
of this proviso is to prevent speculation in gold. 

To determine each month what the pair of prices should be, 
or, what is practically the same thing, to determine what amount 
of gold bullion should be received and paid out in exchange for 
paper, recourse would be had to an official index number of prices. 
If, in any month, the index number is found to deviate from the 
initial par, the weight of bullion in which it shall be redeemable 
the next month is to be corrected in proportion to this deviation. 
Thus, the depreciation of gold would lead to a heavier virtual dol- 
lar ; and an appreciation, to a lighter virtual dollar. 
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There are, of course, other details and possible variants of the 
plan, some of which will be referred to later when necessary. The 
objections to the plan are classified under the fourteen heads 
named. 

1. ^^The plan assumes the truth of the quantity theory of 
money , The impression that the plan is dependent on the trith 
of the quantity theory of money is presumablj due to the fact 
that I have defended that theory (in a luodiStd form) in my 
Purchasing Power of Money. But there is nothing whatever in 
the plan itself which could not be accepted by those who reject the 
quantity theorj" altogether. On the contrary, the plan wiU seem 
simpler, I think, to those who believe a . direct relationship exists 
between the purchasing power of the dollar and the bullion from 
which it is made — without any intermediation of the quantity of 
money — than it will seem to quantity theorists. In fact, one 
economist. Professor B. M. Anderson, Jr., said at the meeting of 
the American Economic Association above referred to, “Because 
I am not a quantity theorist, 1 am disposed to believe that Pro- 
fessor Irving Fisher’s plan of stabilizing the dollar might be 
feasible.” 

2. “7^ contradicts the quantity theory.'^ This objection, the 
opposite of that above, is raised by some, who, like Professor 
Boissevain, believe in the quantity theory, but imagine that the 
operation of the plan could not .affect the quantity of money at 
all (or would not affect it to the degree needed).^ But evidently 
an increase in the weight of the virtual dollar, i.e,, a reduction 
in the price of gold bullion, would tend to contract the currency, 
by diverting gold from the mint into the arts ; because its reduced 
price would cause an increased demand and consumption. A de- 
crease, of course, would have the opposite effect. 

3. ^‘The correction of the price level would he too sudden.^* It 
is objected by some that there would be a sudden jump in the 
index number at every monthly adjustment. But all adjustments 
require time. Changes of the flow- of gold into or out of circula- 
tion are like changes in a mill pond from the sluice gates. The 
pond does not jump its level down or up every time the gate is 
opened or closed. The change of level begins immediately but it 
is not completed immediately. 

4. ^^The correction of the price level would he too slowJ^ Some 
are dubious as to whether it would not take “years” for any ef- 

* For answer to this statement see objections 6, 9, 11, and 12. 
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feet of a change in the dollar on the price level to follow. How 
prompt the effect would actually be, we have no exact means of 
knowing. I should expect an appreciable effect within a week. 
One can scarcely deny that the effect would begin at once, for the 
instant that the price of gold is decreased, even a little, there 
would be at least some tendency to increase the use of gold in the 
arts and, consequently, an immediate reduction in the amount of 
gold taken to the government for money. If this be conceded, 
the plan would surely, under any conceivable circumstances, have 
a great and quick influence toward stability. 

There are some cases sufficiently analogous to be illuminating 
on this point. The closure of the Indian mints in 1893 had an 
almost immediate influence in raising the value of the rupee.^ The 
rate of exchange on London in New York has often changed from 
the maximum to the minimum inside of a fortnight. Again, Cana- 
dian and American price levels, as worked out by the labor 
bureaus of the two countries correspond with each other year by 
year with extreme precision. Even month by month, judging by 
a careful comparison for twenty-four months, the agreement is 
very noticeable. The price levels of different countries tend to 
approximate each other like two connected lakes, through the 
overflow of currency from one to the other, back and forth. That 
the adjustment should be so delicate and prompt as between coun- 
tries whose centers average hundreds of miles apart and whose 
trade currents are obstructed by high tariffs is not only astonish- 
ing but extremely significant. 

But it is not necessary to prove that the correction of devia- 
tions would be rapid in order that the plan may be accepted as 
superior to the present arrangement. It need only be pointed out 
that any correction at all is better than none. 

6. ‘7^ might aggravate the evils it seeks to remedy , This ob- 
jection, raised by Professor Taussig and a few others, is based 
on the preceding. It is claimed that an increase in coined money 
may take place for years “without visible effect on prices; then 
comes a flare-up, so to speak.’’ I doubt if Professor Taussig 
meant the first half of this statement to be quite so strong. The 
evidence only justifies the statement that the rise is slow at first 

•See, e,g., tables of silver and rupees in relation to gold in Financial and 
Commercial Statistics for British India, Calcutta, 1895, p. 353, showing that 
the first figures available after the closure of the mints which occurred in 
June 1893 — i.e., about a month and a half after that event — show a marked 
appreciation of the rupee. 
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and rapid later while similarly the effect of a scarcity of mohej^ 
is slow at first and rapid later. Professor Taussig then proceeds 
to apply the same idea to my plan: 

The cumulative consequence would be like the cumulative conse- 
quence of a long continued decline in gold production. After a season 
or two of declining bank reserves, tight money, and so on, a fudden 
collapse might be occasioned, and apparently caused, by the announce- 
ment of some particular seigniorage adjustment. Then there might 
be a decline in prices much greater than in proportion to the bullion 
change. 

But the working of the compensated dollar would not be in the 
least analogous to the operation of gold inflation or contraction, 
even as Professor Taussig supposes it. The plan always works 
cumulatively toward par, never cumulatively away from par. One 
often sees a wagon with its wheels on a street-railway track having 
some difficulty getting off; the front wheels have to be turned at 
a large angle before they are forced out of their grooves; then 
of a sudden they jump away. This is analogous to the delayed 
“flare-up” of prices which Professor Taussig supposes under the 
influence of a long continued decline or increase in the gold 
supply. But if the driver instead of trying to turn out is trying 
to keep the wagon on the track he will pull the horse back at 
every tendency to turn to the right or left. The more the horse 
turns to the right the harder will the driver endeavor to turn him 
to the left. Clearly the effect of the driver’s efforts will be to 
avert or delay, not to aggravate or hasten, any jumping out of 
the grooves which other causes may tend to produce. 

In other words, if it takes as much time as Professor Taussig 
fears for a pressure on prices to move them, then so much the 
more certain is it that, under the plan, deviations from par, 
though they may be persistent, can not be either rapid or wide. 
A long continued small deviation gives plenty of time for the 
jcounter pressure exerted by the compensating device to accumu- 
late and head off any wide deviation. 

Suppose that, following Professor Taussig’s ideas, some cause 
such as an increase of gold production would, in the absence of 
the compensated dollar plan, gradually lift the price level as 
follows : during the first year, not at all ; during the second year, 
1 per cent; during the third year, 2 per cent; after which would 
come a “flare-up” of 10 per cent. We may suppose then that, if 
the plan were in operation during the first year, there being no 
deviation visible, there would be no change in the weight of the 
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dollar. After the first month of the second year when prices 
were 1 per cent above par, the weight of the dollar would accord- 
ing to the plan be raised 1 per cent. If this were unavailing, so 
that in the second month the deviation were still 1 per cent, the 
weight of the dollar would be again increased 1 per cent. Every 
month, as long as the deviation of 1 per cent lasts, the weight of 
the dollar would receive an additioTial 1 per cent. Unless some 
effect were produced on the supposed original schedule of devia- 
tions, the weight of the dollar of the second year would be in- 
creased 12 per cent, and by the end of the third year by 24 per 
cent more, or 36 per cent in all. But it is clear that by this time, 
with so swollen a dollar, the “flare-up” scheduled for the fourth 
year could not occur, but that a counter movement would set in — 
in fact, would have set in long before the dollar became so heavily 
counterpoised. Nor could the result of the counterpoise, even 
if so heavy, be to swing suddenly prices far below par. Prices 
would, by hypothesis, yield slowly and again give time for taking 
the counterpoise off. If the price level sank, say to 1 per cent 
below par for six months, then to 2 per cent for another six 
months and to 3 per cent in the next six months, evidently the 
entire 36 per cent would be taken off in eighteen months (since 
1X6 + 2X6 + 3X 6 = 36). The compensating device is 
thus similar to the governor on a steam engine. It is the balance 
wheel that is largest and hardest to move which is the most easily 
controlled by the governor. So if the “flare-up” theory is true, 
the system will work more perfectly than if it were not true. 

6. would not work unless every smgle mint in the world 
employed it'' This is an error. Although it could be easily 
shown to be political^ jnadvis^ for one nation alone to 
operate the plan, this would not be economically impossible. 
Those who hold the contrary are deceived by the term “mint 
price.” They reason that our mint price ($18.60 an ounce of 
gold, 9/10 fine) and England’s mint price (£3. 17s, 10%d. for 
gold 11/12 fine) are now “the same,” and that, consequently, if 
our price were lowered 1 per cent, to $18.41, while the Eng- 
lish price remained unchanged, all our gold would be taken to 
England to take advantage of the “higher” price there. But 
these comparisons between English and American prices are 
based on the present “par of exchange” ($4,866 of American 
money for the English sovereign) ; which par of exchange is in 
fllim based on the relative weights of the dollar and the sovereign. 
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As soon as our dollar were made 1 per cent heavier, not only 
would the new American mint price go down 1 per cent, but the 
par of exchange would also go down 1 per cent, $4\82. Con- 
sequently, the new mint price of $18.41, although in figures it 
is lower than the old, yet, being in heavier dollars, would still 
be “the same” as the English mint price of £3, 17s. lO^/^d. This 
sameness of mint price as between the two countries means at 
bottom merely that an ounce of gold in America is equivalent to 
an ounce of gold in England. ^ 

It is true that each increase in the weight of the virtual dollar 
in America — in other words, each fab in the official American 
price of gold — would at first discourage the minting of gold in 
America. The miner would at first send his gold to London, 
where the mint price was the same as formerly, and realize by 
selling exchange on the London credit thus obtained. But the 
rate of exchange would soyn be affected through these very 
operations, by which he attempted to profit, and his profit would 
soon be reduced to zero ; the export of gold to England would ^ 
increase the supply of bills of exchange in America drawn on 
London and lower the rate of exchange until there would be no 
longer any profit in sending gold from the United States to Eng- 
land and selling exchange against it. When this happened it 
would be as profitable to sell gold to American mints at $18.41 
per ounce as to ship it abroad; and $18.41 in America would be I 
the exact equivalent at the new par of exchange ($4.82) of the ^ 
English mint price of £3. 17s. 10^2^. 

7. */The system would be destroyed by war.** Professor Taus- 
sig fears that if money were stabilized, the system would itself be 
upset by war, “Any war would put an end to it.*^ To this I 
would reply: first, that if war did put an end to it the system 
would do good so long as it lasted and its discontinuance would 
do no more harm than the existence of our present unscientific 
system is doing at all times ; secondly, I do not see any reason for 
thinking that war would put an end to it. 

Possibly Professor Taussig has in mind the first form in which 
I explained the plan, viz., in my book. The Purchasmg Power of 
Money. In that form one country was to serve as a center and 
all other countries were to have the gold exchange standard in 
terms of gold reserves in the central country, just as now the 
Philippines have a gold exchange standard with reference to the 
United States, and India with reference to England. Professor 
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Taussig’s objection would undoubtedly apply, to some extent, in 
cases where the plan was carried out through the gold exchange 
mechanism. But where the system was independently established 
in each country simply parallel to the systems in other countries, 
there would be no more need for its abandonment in case of war 
than for the abandonment now by Germany of the gold standard 
because England, its enemy, has the gold standard also. We 
know, of course, that in time of war, the gold standard is often 
temporarily abandoned in fawr of a paper standard; and the new 
proposal would not escape such a difficulty. This, however, 
would not be due to the international character of the plan, but 
to the exigencies of war. 

8. ^^The multiple standard is not ideal. Especially is it faulty 
when the cause of price movements is entirely a matter of the 
abundance or scarcity of goods in general.** Those who hold this 
objection point out that an ideal standard would not be one which 
always smooths out the price level but one which discriminates 
and leaves unchanged such rises and falls as are due to general 
scarcity and abundance of goods. There is much to be said in 
favor of such discrimination as an ideal. It must be admitted 
that the compensated dollar plan would not discriminate between 
changes in the price level due to the scarcity or abundance of 
goods in general and those due to changes in money and credit. 
It must be further admitted that a theoretically ideal standard 
would take some account of this distinction. But the compensated 
dollar plan does not claim to be ideal. The plan would simply 
correct the gold standard to make it conform to a multiple com- 
modity standard. It docs not pretend to correct the multiple 
commodity standard to make it conform to some “absolute” stan- 
dard of value. 

Such an ideal standard is as unattainable as is absolute space. 
Changes in relative value indicate change in absolute value, either 
of goods or of money ; but it is not possible for us to know, except 
in a general way, how much of the absolute change is in goods 
and how much in the dollar. On general principles we may be 
assured that the absolute change is wholly or mostly in the dollar. 
We economists in our measurements of value are in much the same 
predicament as the astronomers. Our economical “fixed stars” 
are fixed only in a relative sense. We cannot measure the empty 
i§)aces of absolute value, but can only express values in terms 
of visible goods, the general average of which is the nearest ap- 
proach to absolute invariability we can, in practice, reach. 
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But if it were possible to measure absolute \alues to our uni- 
versal satisfaction, in terms, say, of “marginal utility,” or of 
“disutility of labor,” or of anything else, tliere are no statistics by 
whi^h we can realize such a standard in practice. I'he only readily 
available statistics by which we can correct our present standard 
are price statistics from the great markets. We can, by index 
numbers based on these price statistics, translate from gold into 
commodities, but as yet we can not translate from commodities into 
any ideal or absolute standard. 

If I were treating of the problem of an ideal standard of value, 
I think I should be inclined to agree with Professor Marshall that 
a standard that represents a gradually descending scale of prices 
to keep pace with the “real” cheapening improvements in in- 
dustrial processes is better than one which represents an absolute 
constancy of prices. But it would be quite impracticable to 
discover the exact rate of fall of prices which would correctly 
register the improvement going on in industry, and, moreover, it 
would, I believe, be so small as not to depart much from the 
multiple standard. This I infer is also the opinion of Professor 
Marshall. 

Professor Kinley makes the very interesting suggestion that we 
.can suppose a more ideal standard than the tabular by making 
our unit a definite percentage of the national annual dividend. 
This appeals to me as a rough and ready way of fixing a unit 
more nearly ideal than that fixed by the tabular standard. But it 
would certainly not be practicable. It would not even be quite 
ideal. But if Professor Kinley will measure his standard, the 
compensated dollar plan will be able to take care of it. 

In fact, if we could find a more absolute standard than the 
tabular standard and could accurately measure it in statistics, 
precisely the same method of compensating the dollar could be 
employed to keep the dollar in tune with that standard as with 
the tabular standard. The only difference would be that the guid- 
ing index would be different. The plan for compensating the dol- 
lar does not in essence consist in selecting the multiple or any 
other standard. It consists in a method of making the monetary 
unit conform to any standard chosen. But there is convincing 
evidence that the multiple standard is usually near enough to the 
ideal for all practical purposes and infinitely nearer than the gold 
standard. While individual goods may vary greatly in absolute 
value the general mass of goods will vary comparatively little and 
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seldom. There may be some absolute change in the general mass 
of commodities but it must usually be extremely small in compari- 
son with changes in any one commodity like gold. It is clear from 
the theory of chances that this must be the case. The odds are 
hundreds to one that the variations in absolute value in several 
hundred commodities will offset each other to a large degree. We 
very seldom have world feasts or world famines. If the com crop 
is short in some places it is abundant in others. If it is short every- 
, where the crop of wheat or barley or something else is practically 
jicertain not to be. We cannot expect that everything will usually 
move in one and the same direction. If there is a war in Japan, it 
is not likely that there will also be a war in India. A world war 
or even anything as near to a world war as the present conflict in 
Europe is a most unusual thing. 

A standard composed of s everal hundred commodities must 
therefore be, in all human probabuity, more stable than a standard 
, based, as is our present gold standard, on one commodity. Bi- 
metallists made much of this point when claiming that two metals 
joined together were steadier than one, just as two tipsy men 
‘ walk more steadily arm in arm than separately. Still more steady 
is the average of a hundred commodities just as a line of a hundred 
tipsy men abreast and holding each other’s arms will march even 
more steadily than two. This is because it is wholly unlikely that 
every man in the line will lurch in the same direction at the same 
instant. The lurching of some in one direction can always be 
depended on to offset almost entirely the lurching of others in the 
'“other direction. This theory of probabilities in its application to 
the present rise of prices is, I believe, borne out by the facts. 

After a careful study of all available evidence, I am convinced 
that the present general rise in prices beginning in 1896, can not 
be traced to any simultaneous scarcity of goods. I refer the reader 
to Why Is the Dollar Shrinking? where I have given the summary 
of the evidence. I think the facts are equally clear that the great 
fall in prices from 1873 to 1896 can not be laid, wholly at least, 
to the increasing plentifulness of goods. 

Finally, even if we could measure and apply an absolute stan- 
dard, it is doubtful if, in practice, it would be of any more service 
in regulating contracts, than a multiple standard. For after all, 
as I have tried to show in Appreciation and Interest* what we want 

* Publications of the American Economic Association, third series, vol. XI, 
no. 4 (Aug., 18?6), pp. 331-443. 



in a contract is something that is dependable rat'her tlian some^ 
thing that’ is absolutely constant ; and the multiple standard gives 
dependability in terms of the or dinary fa miliar s tajlp nprpssifips 
o l' life . If we could know that the dollar always means a definite 
collection of goods, we could know that the bondholder or the 
salaried man who gets a stated income of $100 a morith, would 
have the same command over actual goods, and such knowledge 
would be of great service. ThirwHcde subject I have discussed in 
chapter 10 of my Purchasing Power of Money. 

9. “It would he inadequate to check rapid and large changes of 
the price level.” Qwing to the narrow limits, e.g., 1 per cent as 
stated, imposed on the monthly adjustments, it is quite true that 
a sudden and strong tendency" of prices to rise or fall could not 
be completely checked. If prices were to rise 8 per cent per an- 
num and the plan permitted no more rapid shift than 6 per cent 
per annum, this would leave only 2 per cent p.jr annum uncor- 
rected, or only one fourth the rate at which prices would rise if 
wholly uncorrected. But half (or in this illustration three quarters 
of) a loaf is better than no bread. Moreover such extreme cases 
are rare and when they occur there is all the keener need for 
mitigation even if it be somewhat inadequate. Ultimately, of 
course, after tlie rapid spurt has abated, the counterpoise, in its 
relentless pursuit, would overtake the escaped price level and bring 
it back to par. 

10. “The correction always comes too late.” It is objected 
that the plan does not make any correction until actual deviation 
has occurred, and so the remedy always lags behind the disease. 
It is true that the corrections follow the deviations. They could 
not precede them unless we foreknew what the deviations were to 
be; and we could not afford to entrust the work of guessing to 
government officials. In this respect, as in others, the plan does 
not attain perfection ; yet it is infinitely better than the present 
plan, which leaves the standard haphazard. It is also pointed out 
that after the correction is applied it may happen that prices will 
take the opposite turn, in which case the remedy actually ag- 
gravates the disease. But, taking the extremely fitful course of 
prices since 1896 and correcting it according to the plan, month 
by month, as shown in the Quarterly Journal of Economics dia- 
gram, we find that in nine cases out of ten the opposite is true. 
Even in the few remaining cases the deflections were very slight 
and were, of course, soon corrected immediately aftei^e following 



adjustments. If the corrections are sufficiently frequent, it is im- 
possible not to maintain, in general, an extremely steady 
adjustment. 

When steering an automobile the chauffeur can only correct the 
deviation from its intended course after the deviation has oc- 
curred; yet, by making these corrections sufficiently frequent, he 
can keep his course so steady that the aberrations are scarcely 
perceptible. There seems no reason why the monetary automobile 
cannot be driven almost equally straight. 

11. *^The plan assumes that a 1 per cent fluctuation cam be 
exactly corrected by a 1 per cent adjustment of the dollar^s 
weight.^* Owing, I fear, to my own fault of phrasing, I have 
found that several people have acquired the mistaken impression 
that the plan requires, to be made at each adjustment, an increase 
of 1 per cent in the weight of the dollar for every 1 per cent 
mcrease of the index number since the last adjustment; whereas 
actually the plan requires, to be made at each adjustment, an 
increase of 1 per cent in the weight of the dollar for every 1 per 
cent excess of the index number above par then outstanding. 

From this mistaken premise it has naturally been inferred that, 
in order that the plan should work correctly, a 1 per cent loading 
of the dollar would always have to exactly correct a 1 per cent 
change in the index number, and, very properly, the critics 
doubted the truth of this. But since the premise was mistaken 
the objection based on it disappears. 

The supposed rule and the true rule for correcting may be 
contrasted by a numerical illustration which will also show clearly 
how surely and swiftly the system would push back every devia- 
tion of the index number from par. Assume the system launched 
at a certain date and the index number of prices at that date 
to be called 100 per cent or par. Let us suppose that, were it 
not for the operation of the plan, the index number would be 
rising 1 per cent per month indefinitely. Since no change in the 
dollar’s weight can occur until the first month has passed, the 
index number will, at the end of the first month, register 101 per 
cent. The excess above par of 1 per cent is now the signal for 
increasing the weight of the dollar by 1 per cent. (In this case 
the excess above par happens to coincide with the increase during 
the month, which is also 1 per cent.) The dollar is therefore 
loaded 1 per cent. Let us now assume, with the critics, that a 
change of 1 per cent in the weight of the dollar does not exactly 
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correct this rise but represses it during the month, let us say, 
by only per cent. Then, at the end of the next month the price 
level will be 101 per cent less the Y 2 cent correction produced, 
plus the assumed 1 per cent increase during the month (101 — 1/^ 
+ 1) or, 101% per cent in all. 

It will now be observed that the signal for loading the dollar 
stands at 1% per cent (although the actual rise in the number 
has been only % per cent). Accordingly, the weight of the dollar 
will be increased 1% per cent (not % per cent) and will repress 
the price level, according to our supposition not by 1% per cent 
but, say, by % per cent; consequently, at the end of the next 
month, the price level will be 101% — ^ + 1 or 101%. 

The signal for the next loading now stands at 1% per cent 
(although the actual rise has been only % per cent). Conse- 
quently the dollar will now be increased 1% per cent (not % 
per cent). 

By the same reasoning, the result at the end of the next month 
will be 101% — % + 1 or 101% per cent (although the rise has 
been onlj % per cent) ; and at the end of the next, 101 15/16 per 
cent (although the rise has been only 1/16 per cent). According 
to the rule supposed, the price level would never reach 2 per cent. 

Thus, if in a series of years the price level would have risen, 
without the operation of the plan, say, 50 per cent, it may well 
be that, with the plan in operation, there would be an increase in 
the weight of the dollar of fully 100 per cent (not 50 per cent) 
and that throughout the period the price level would have been 
kept always within 2 per cent of par. 

It is therefore not essential that a 1 per cent increase in the 
dollar’s weight should exactly correct a 1 per cent increase in 
prices. It is only essential that the correction should work toward 
par. Even if the effect of a 1 per cent loading is % per cent or 
smaller, the cumulative effect of increasing the counterpoise 
may be trusted to handle the situation. In this connection the 
numerical example under objection 5 may be read. 

12. “/f would offer too tempting a profit,^* This objection is 
that there would be a constant temptation to coin the so-called 
“seigniorage” or excess of the virtual or bullion dollar over the 
coined dollar of 25.8 grains, assuming that these coins are still 
employed. 

Some of the objectors say that the coinage of this seigniorage 
would, or might, break do^wn the plan by depleting the redemption 
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reserve. Others, as The Financial Chronicle^ say that it would 
nullify tlic plan because the coinage of the gold would result in 
just as many dollars in circulation as without the plan. 

But even if the government should attempt to seize the reserve 
for its own private funds the result would not necessarily be a 
failure to redeem. Any attempt of the government to coin the 
seigniorage for its own profit would tend to defeat itself; for to 
inject this new gold coin into the circulation would soon cause a 
back flow of redundant currency; then gold coin or certificates 
would be presented to the government for redemption in gold 
bullion. 

This point is overlooked in the very specious argument that the 
coinage would restore the original number of dollars. To illus- 
trate clearly what these objectors have in mind, let us suppose 
the "’Seigniorage to be so large that every dollar of 25.8 grains 
coined would require the bringing to the Mint or Treasury 
51.6 grains, of which the Mint would retain half. Suppose, fur- 
ther, that the currency contains, say, 500 millions of gold dollars 
in circulation, and that, according to the large seigniorage, 
the Treasury holds bullion capable of being coined intoJfbO mil- 
lions more. Suppose further, for the sake of argument, that, 
were it not for the compensated dollar or seigniorage plan, the. 
whole of this gold would be in circulation, making 1,000 million 
dollars. The critics referred to think that the coinage of the 
seigniorage would put back the gold in circulation to this 1,000 
millions. They ask triumphantly of what avail would be the 
raising of the weight of the virtual dollar, if, by coining the 
seigniorage, every 51.6 grains becomes two dollars after all, in- 
stead of one. 

This supposed demonstration overlooks the important fact that, 
under the plan, the price of gold would be lowered just as fast as 
was necessary to prevent the inflation of the currency which these 
objectors imagine. That is, the attempt to inject coined seigni- 
orage into the circulation would, as soon as the inflation effect 
was felt, be registered in an index above par. This would signal, 
of course, for an increase to be made in the weight of bullion which 
the miner must bring to get a dollar and also in the weight at 
which the government must redeem the dollars, paper or coin, in 
circulation; in other words, it would lower the price of gold. 
This lowered price would lead, as always, to a flowing of gold 
into the arts. The flow would proceed in one or both of two 
jgltarteams. Buyers df iKe chfeapenl^ gdlld IfuUibn cduld get it dited 
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from the ixilner, to that extent keeping it from passing into cir- 
culation, or they could get it from the government in redemption 
of gold coin or paper certificates. The more seigniorage the 
government sought to take and spend, the more persistently would 
the index number signal for reducing the pi ice of gold. The 
price of gold would drop month by month and the govemnlfent 
would be compelled to sell a larger and larger amount of its 
dwindling stock for gold coin or paper certificates. As long as 
the government kept up this self-inflicted endless chain the result 
would be not to flood the currency — for the coins put out would 
return for the purchase of bullion — but to flood the jewelry trade 
with the cheapened gold, or, .to send the gold abroad whenever 
the compensating plan was not in use. Supposing that to main- 
tain a constant price level required the draining away from circu- 
lation into the arts of all coins beyond 100 million, it would fol- 
low that the fall of mint price would proceed up to that point. 
Of course such a mad policy, if persisted in, would end in inability 
to redeem. In other words, to persist in it too far would be to 
abandon the compensating plan. It could be pursued without 
breakdown only up to the point where the gold reserve was still 
adequate. But it could not be pursued at all without revoking the 
proviso of the plan that the reserve funds should be treated as a 
trust fund just as inviolable a^ the one billion dollars of gold now 
behind the gold certificates. 

There would be no more danger of the government appro- 
priating the gold reserve to its own use than there is now danger 
of its seizing the present reserve for the greenbacks, or the present 
100 per cent reserve for the gold certificates (which could readily 
be converted into notes), or the reserve to be created for the new 
banking system. To take a near parallel, the Philippine and In- 
dian governments have never yet been in danger of abusing the 
store of pesos or inipees by reissuing them in order to help out the 
government exchequer. If, for the moment, they pass out too fast 
they immediately come back for redemption in gold exchange. 

There is always with us a latent danger of inflation ; but if the 
compensated dollar should be adopted, that danger would be di- 
minished. The plan would involve a double education: First, it 
could not be adopted until it was realized that its object was to 
stabilize prices and maintain the constancy of the purchasing power 
of the dollar. In the second place, it would, therefore, always be a 
standing object-lesson as to the same principle. The constant buy- 
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ing and selling of gold by the governmeni at variable rates wouldl 
give rise to questions by the uninformed public as to thfe object in 
view; and the constant clinging to par of the published index 
number of prices would be eloquent testimony of how the system 
worked. Any attempt to break down the system would thus be a 
deliberate departure from the principle of uniformity in the pur- 
chasing power of the dollar. As it is at present, inflation can be 
suggested without the question of changing the purchasing power 
of the dollar being so clearly thrust forward, since our present 
system does not even pretend to, or give any mechanism for, such 
stability. 

13. '\The plan would he sure to create dissatisfaction and quar- 
reling/^ This fear is, I believe, wholly imaginary. There would 
be some ground for it if the proposal were to adopt the old 
‘‘tabular standard” by correcting money payments through the 
addition to or substraction from the debt of a certain number of 
dollars. Under these circumstances the extra dollars paid or the 
dollars from which the debtors were excused would stand out 
definitely and would be a subject for debate and dispute, but if the 
tabular standard were merged in the actual money of the country 
the ordinary debtor and creditor would be as unaware of how his 
interests had been affected as he is now unaware of how his inter- 
ests are affected by gold appreciation. It would still be true that 
to the ordinary man “a dollar is a dollar.” 

The contrast between the complaints which might arise under 
the tabular standard as proposed by Jevons and under the plan 
proposed here is the contrast between complaints which occur 
under direct and those which occur under indirect taxation. The 
taxpayer feels the burden of direct taxation, but even the econo- 
mist cannot raise him from his lethargy enough to make him 
complain against the outrages of indirect taxation. It must be re- 
membered that it required several generations to bring the Ameri- 
can consumer up to the point of protesting against a high tariff ; 
and even this protest, when it came, was largely based on the 
recent general rise in the cost of living mistakenly attributed to 
the tariff as the chief cause. 

The truth is that if the proposed system were at once adopted, 
there would be very little attention paid to what “might have been” 
if some other plan or index number had been in use. Few besides 
the jeweler and the miner would be vitally interested in the changes 
in the government prices. An actual illustration is found in the 
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fact that the average Filipino or the average inhabitant of India 
has had n6 real conception of the vital changes which have been 
wrought in the purchasing power of his money by the adoption of 
the “gold exchange standard,” if, indeed, he ever heand of it; and 
no discontent has come from the contrast between what his pur- 
chasing power h. and what it would have been had the silver stand- 
ard been retaired. In fact, we do not need to seek so far for an 
illustration. We have it at hand in the very subject wc are dis- 
cussing. The average man does not complain of the present gold 
standard though billions of dollars are lost thereby. Few realize 
that the depreciation of gold has affected or can affect the in- 
terests of creditor and debtor. We economists may calculate this 
and show by index numbers that in the last fifteen years the sav- 
ings bank depositor has been, as it were, cheated out of all his 
interest by the depreciation of his principal, but he does not yet 
realize either this fact or its cause. We may similarly show that 
the bondholder has not really been getting any interest at all but 
simply eating up his principal; but the ordinary man who be- 
lieves “a dollar is a dollar” takes little stock in such a curious 
idea and, if he finds any fault at all with rising prices, vents his 
wrath not upon the gold mines or the expansion of d eposit bank- 
iflg. but upon the luckless middlemen, the cold storage plants, the 
trusts, the tariff, the trade unions, and so forth. 

If then, we cannot get the ordinary man today really excited 
over the fact that his monetary standard has affected him to the 
tune of some 50 per cent of his principal of fifteen years ago, it 
does not seem likely that he could get excited because some one 
tells him that the index number used in the “compensated dollar” 
plan robbed him of 1 or 5 per cent as compared with some other 
possible system. 

The debtor class favored in large measure bimetallism, or free 
silver, as a means of helping them pay debts, while the creditor 
class opposed it. But this was a question of changing the stan- 
dard, not of keeping it unchanged. If it were proposed to shorten 
the yardstick, undoubtedly many who would profit in the outstand- 
ing contracts would and ought to oppose it. But there is and 
can be no contest over efforts to keep the yardstick from changing. 
To establish a new standard would be as difficult perhaps as it 
was to establish the metric system of weights and measures, but 
after it was established there would be practical unanimity in 
favor of keeping it. 



14j. *7^ has never been tried*^* True; but' the proposal is, in 
mechanism, almost identical with the gold exchange device intro- 
duced by Great Britain to maintain the Indian currency at par 
withgojd. The system here proposed would really Be today less of 
aUmn^ovation in principle than was the Indian system when intro- 
duced and developed between 1893 and 1900, while the evils it 
would correct are similar to, but vastly greater than, the evils 
for which the Indian system was devised. The Indian currency 
plan, when originally adopted in 1893, consisted virtually of a 
simple closure of the Indian mints which made the rupee for a 
time a purely fiat money, having a scarcity value above its bul- 
lion value, yet not redeemable in gold. Thus we see that con- 
servative England, in order to get rid of the comparatively 
trifling inconvenience of a fluctuating rate of exchange with India, 
adopted a plan which gave India a temporarily irredeemable 
currency, dependent, moreover, for its value somewhat on the 
discretion of government officials, a system much more dangerous 
than tlie one here proposed could possibly be accused of being. 
And yet this Indian system, so far from becoming a menace, was 
soon converted into a system of gold redemption by which a 
silver country obtains the advantages of a gold standard without 
changing its coins. This development of the gold exchange 
standard, afterward adopted in essence in the Philippines, Panama, 
the Straits Settlements, Mexico, and Siam, I believe to be one 
of the greatest steps forward in monetary history. Today it is 
so recognized, although when first devised it was eyed askance. 
The present proposal is modeled on the same idea, but applied in 
such a way as to secure a much more important kind of stability, 
namely, stability not simply of the money of the country, with the 
money metfl of some other country with which it has trade rela- 
tions, but stability with the general mass of commodities. 

The truth is, unless I am greatly mistaken, that the last named 
is the only strong objection to the plan in the minds of most of 
its critics; it is the constitutional objection to any change of tlic 
status quo. It is simply the temperamental opposition to anything 
new. As Bunty well says in the play, ‘‘anything new is scanda- 
lous,^’ The conservative temperament dislikes experiment because 
It is experiment. Accordingly it is not surprising that we find 
many of the objectors saying, “let well enough alone,” “let us 
‘rather bear those ills we have than fly to others that we know not 
of.’ ” These people seldom give assent to untried experiments ; 
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yet after the new. ^tan has been tried and established they 
invariably . turn aTOUt and become its mosi: staunch sup- 
porters. This fact has been often illustrated in our monetary and 
banking system. Nothing shoit of the shock of civil war was 
required to divert us from a state system of banking tu a national 
one. In spite of the intolerable evils of the former, it was easy 
to find many arguments in its favor. After the change these argu- 
ments never reappeared. The same was true of slavery. 

But conservatism always yields gradually to pressure. Its 
resistance is strong but has no resiliency. It is not like the 
resistance of a steel spring (which, when pushed in one direc- 
tion, will bend back), but of a mass of dough or putty which, 
though it resists impact strongly, yot when it is moved stays 
inert and does not return. Under these circumstances, even if 
progress is made an inch at a time, it seems to me worth while 
to try to make it. The two steps first necessary have been taken, 
namely, the perfecting of the plan and the running the gauntlet 
of criticism. Any who may not be fully convinced that it has 
run the gauntlet unscathed, I would ask to read the full descrip- 
tion of the plan in the Quarterly Journal of Economics and to 
write me wherein their objections have not yet been answered. I 
have responded to many such inquiries and I ohall welcome more. 

. Experience shows that tlie more the opponents of the plan study 
it the more sure they are to change their minds. I have seen this 
in numerous instances, many of them through personal corre- 
spondence. One economist who at first opposed the plan and 
published a hostile review, afterward, when in a conversation I 
answered for him objection 11, which had been his particular 
stumbling block, changed his mind on the spot. Even some who 
are still, on the whole, opposed give a partial adherence. Profes- 
sor Taussig states; ‘‘It must be admitted, at the outset, that the 
plan if carried out with iron consistency for a considerable stretch 
of time would achieve the results mainly had in view — the pre- 
vention of a long continued and considerable rise in prices. It 
might not achieve that result as smoothly and evenly as its pro- 
poser expects, and the qualifications just stated — ^that it must be 
carried out unflinchingly for a long period, — should be borne in 
mind.” Professor Kinley says, “I do not see any logical flaw in 
it.” His opposition is to the tabular standard. 

It is fair, I think, to say that, in spite of the distinguished 
character of these and other opponents or semi-opponents, the 
real weight of authority is already on the side of the plan and 
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not of its opponents. It lias received the to mention a 

few out of many, of such economists as Hadl^^ J. B. Clark, J. M. 
Clark, Mitchell, Persons, Mgei:orth, Marshall, Cannan, Keyn es, 
I^ou, Royal Meeker, Adolphe Landry, Achille Loria, as wST as, 
oTsuch other leaders in thought and action as Sir David Barbour, 
Paul Warburg, Farwell, and President Wilson. 

If we simply count votes, it is still true that the numerical 
majority, except perhaps among economists, of those who have 
expressed themselves, are, at present, against the plan. Thus, of 
the newspaper editorials, about two out of seven are favorable, 
three out of seven are opposed, and two out of seven express no 
opinion pro or con. 

I am naturally desirous of getting as nearly as possible the 
unanimous approval of economists. The idea of a scientific 
standard of value is still academic, but it will be ready to pass 
out of that stage as soon as the practical man finds that academic 
economists in general believe in it. It is for this reason that I 
venture to suggest its study by those economists who have not 
already weighed it in the balance. I do this with the less reticence 
since I have learned that the credit of working out the plan first 
belongs, not to me, but to Professor Newcomb. The fact that I 
was anticipated affords me, at any rate, the opportunity to pro- 
mote the plan the more impersonally and to urge economists to con- 
sider it on its merits. The most that I hope to see accomplished 
by economists is to make the desirability and practicability of 
some such improvement in our present dollar a commonplace in 
the minds of men. Just as the opposition to index numbers of 
two decades ago has now essentially disappeared so that they are 
today accepted as a matter of course and even published in prac- 
tical business journals, so it should be possible, building on the 
index number idea, within a like period to establish the added idea 
that the dollar can be and ought to be standardized. 

It is not impossible, judging from the many and authoritative 
endorsements of the plan, that it may be pushed toward realiza- 
tion much faster than this. All depends on the opening up of 
opportunities. After the present war, for instance, it may be 
that ‘internationalism” will come into a new vogue and that some 
special opportunity will be afforded to bring the plan with its 
endorsements to the serious attention of the world’s administrative 
officials. 

Ievino Fishee. 

Tale University. 
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’ * 

one way or anoth^^ the first part, ‘it is certain that saving 

would be reduQe^|^or&oli8ly**by an Abolition of property-income 
and inheritance 5^151 it. is unlikely, or reasons which cannot be 
gone into now, that it would be much reduced by heavy taxation 
of very large incomes or by h^avy death -duties on lar^e properties. 
Eighth, could a St^ite ownership of the means of production (and 
a substitution of salariSd officials for profit seeking owners as the 
organisers of industry) secure an efficient, not say progressive, 
managerpent of ecottomic affairs as a whole? ¥o one can answer 
absolutely definitely, but it is highly doubtful. 

The problem, in other words, is full of unknowns, in the 
present state of knowledge. But probability is by no means in 
favour of a substitution, at present, of State for jirivate ownership, 
and it is very unlikely that ariy^such substitution on a large scale 
will take place in the near future. Reform is much more likely 
to be confined toihe reduction of large properties through appro- 
priation to the State by means of taxes. This is justified and 
advisable, not on any Benthamite approval of equality, but, first, 
for the much truer and deeper reason that people of large property 
are almost necessarily not useful members of society in proportion 
to their incomes ; and, second, because such taxation will probably 
little affect the stimulus to industry and accumulation. If the 
'Bishop of Oxford wants a practical political policy about property, 
he would be well advised to confine himself at present to some 
limited one such as this. . I P'* 

But it may be doubted if it is either expedient or possible'' for 
the Church to adopt any practical policy in its teaching on a subject 
so complex and uncertain! And, indeed, one is a little surprised 
that the instinct of great Churchmen like Bishop Gore and Canon 
Scott Holland should not have warned them on this point. But 
one is still more surprised to discover how small a place in this 
book is occupied by certain broad ethical teachings on the subject 
of property which one had expected the Churchman to vWue, 
even if they Jo not provide a practical political ]:)olicy. The word 
“Duties” is on the title-page of this book; but it is not often ' 
mentioned in the text. As already noted, there is no insistence 
here on the primary ethical fact about property-owning — viz., that 
merely qud propertyrowning it is a one-sided relationship, a giving 
without getting. Similarly, if we exclude Dr. Rashdall’s view, 
there is no realisation of the fact that there may be a need for 
services, other than economic services, which involve a propertied 
system of some kind. And most important of all, there is no 
realisation — if we exclude a single sentence of Mr. A. D.- Lindsay’s 
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—of the most important practical ethical te?(ching which the 
Church can give here — viz.,’ that if, as is probable, the system 
of private property-income is to continue for a long time, it can 
only be justified ethically if propertied people realise the call upon 
them to be of ‘‘service*^ to their society in real and important 
ways, and meet the call, both in spirit and in fact. As Mr. Lind- 
say well says : “In the meantime, if we realise that the existing 
institution of private property is not based on absolute right, and 
has no absolute, but only a partial, justification, in that while it 
makes for the good life of men in society, it does so at a consider- 
able cost, we may see that the system will be tolerable only if the 
possessors of property act as the good sovereign of earlier times acted 
— as though, that is, they were under. obligations which law is not 
yet able or does not think it convenient to enforce.” These are 
words which might have been expected from Churchmen. But 
they are found only once in this book. 

The failure in the theoretical portions of the book to understand 
tlie attitude towards property typical of the best Church teaching 
is also reflected in the historical surveys of opinion on property. 
This is shown particularly in a tendency to ignore the actual 
significance of the teaching of the MedicTval Church (which can 
be realised, for instance, in the English church literature of the 
first half of the sixteenth century), and to misunderstand the 
significance of Locke’s attempt to set up an absolute right of 
property. The result is that a great deal of the meaning of the 
history of opinion is lost. But space does not permit of an 
elaboration of these points, wliich I have suggested in more detail 
elsewhere. Attention should be called to the excellent account 
given by Mr. Wood (pp. 162-5) of the weaknesses of the Puritan 
attitude towards property and class. Taken as a whole, the three 
essays on the teaching of the Churches do not approach the level 
of Professor Troeltsch’s Soziallehrcn dcr christlichen Kirchen, 
and would have gained greatly, as Mr. Wood frankly admits in 
regard to his own essay, by a fuller appreciation of the main posi- 
tions developed in that work. 

Attention ought also to be drawn to Canon Scott Holland’s 
view of the value of communal property as an instrument and 
expression of personality, and to the unusual, and, as it seems to 
the present writer, questionable, em})hasis which he lays on the 
social and representative side of personality. 


William Kennedy 
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The Relation Between Wholesale and Retail Prices 
• OF Sugar. 

In a valuable and inteiasting Paper contributed to this 
Journal (December, 1913), Dr. Bowley discussed the relation 
betv^een the changes in the wholesale and retail prices of food. 
He argued that, on theoretical grounds, one would expect a more 
or less de^niie connection between the two lands of prices, but 
when he came to examine actual price statistics, aithough a high 
degree of correlation existed, the details showed “no uniformity 
of relation.” In some instauf es changes in wholesale prices 
seemed to be passed on entire to the consumer, while in other 
cases retail prices varied more-or less than wholesale price’ s. How 
far such incunsistencies are merely apparent — due to imperfec- 
tions in the data, especially of retail prices — and how far they 
re]>rGsent real differences in the conditions of producing and dis- 
tributing the different commodities, only laborious and detailed 
investigations can show. It may, therefore, be of interest to direct 
attention to one such investigation ui'^dertaken recently by the 
United States Bureau of Labour Statistics. This was an investiga* 
tion into the “prices paid by the refiner for raw sugar and the 
price^^ received for refined sugar by the refiner, the jobber, and the 
retailer, successively,” and the results wore published last year in 
the United States Labour Department’s series of bulletins on 
Retail Prices and Cost of Living ^ Number 7. 

The locality of the inquiry was New York, and it covered 
the months of February and August, 1901, 1905, ]910, and 1911 . 
The restriction of the inquiry to conditions in eight months only 
was due to the immense amount of labour involved in the under- 
taking, and these particular months were selected because they 
represented periods of very low prices (February, 1911), normal 
prices (1901, August, 1905, and February and August, 1910), and 
high and rapidly advancing prices (August, 1911). In the case 
of refiners and jobbers, prices throughout the whole of the several 
months were obtained and averaged, but in the case of retailers 
no data at all could be secured for 1901, and in the other years 
the retail prices current on the 15th of each month were obtained. 
It is considered that these prices represent fairly accurately the 
average retail prices for the respective months, except in the case 
of August, 1911, when prices were rising rapidly and the average 
was probably above the price recorded for the 15th day. 

The general results of fhe inquiry are brought together in the 
following table. The year 1901 is omitted, as no retail prices 
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are available. Besides the actual prices paid and received by the 
various classes of persons concerned, the market prices are also 
given. It is, of course, the latter alone that are, as a rule, avail- 
able in compiling statistics of wholesale prices, either for use by 
themselves or in comparison with retail prices. 

Comparison of prices and gross margins, based on (a) market 
prices and (b) actual transactions, in February and August, 1905, 
1910, and 1911 : — 





Prices. 



Gross margins. 


Refiners. 

Jobbers. 

Retailers. 

In cents. 

Per cent, of cost 
prices. 

Yeor 

aud 

Month. 

Aver- 

Aver- 


Aver- 


Aver- 







age 

age 


ago 

Aver- 

age 







coat of 

selling 

Aver- 

selling 

age 

selling 








raw 

price 

cost of 

pric^ 

cost of 

price 








sugar 

of 

granu- 

of 

granu- 

of 

Re- 

Job- 

Re- 

Re- 

Job- 

Re- 


to pro- 

granu- 

latod 

granu- 

lated granu- 

fluers. 

bers. 

tailers. 

flners. 

bers. 

tailers 


(luce 

lated 

sugar 

lated 

sugar 

lated 








1 lb. of 

sugar 

per lb. 

sugar 

per lb. 

sugar 








refined 

per Ib. 


per lb.| 

per lb. 








sugar. 















On basis of market (wholesale) prices 





905 

Cents. 

Cents. 

Cents, 

Cents. 

Cents. 

Cents. 

Cents, 

Cents. 

Cents. 



% 

February 

5-428 

5-925 

6-925 

0-()45 

6045 

6-194 

0*497 

0-120 

0-149 

9*16 

2-03 

2-46 

August 

4-368 

5-070 

5-070 

5-253 

5*253 

5-684 

0-702 

0-183 

0-431 

16-07 

3*61 

8-20 

1910 

February 

4-525 

4-945 

4-945 

5-108 

.5-108 

.5-265 

0-420 

0-163 

0-157 

9-28 

3-30 

3-07 

August 

4-740 

5-128 

5-128 

5-207 

5-297 

5-306 

0*388 

0‘161) 

0-009 

8-10 

3-30 

0-17 

1911 

February 

3-846 

4-548 

4 -.54 8 

4-776 

4-770 

5-347 

0-702 

0-228 

0-57] 

18-25 

501 

11-96 

August 

5-247 

5-086 

5-086 

5-760 

5-709 

5-755 

0-439 

0-083 

• 0-0141 

8-37 

1-46 

0-24> 

Averages 

4-692 

5-217 

5-217 

5 375 

5 375 

5-592 

0*525 

0-158 

0-217 

11-19 

3-08 I 

4-04 





(in basis of actual transactions. 





1905 

February 

4-757 

5-738 

6-805 

6-025 

6000 

6-194 

0-981 

0-220 

0-194 

20-02 

3-79 1 

3-23 

August 

4-2.58 

5015 

5-061 

.5*228 

5-222 

5-684 

0-757 

0-167 

0-462 

17-78 

3-30 

8-85 

1910 

February 

4-135 

4-866 

4-855 

5-080 

5-087 

5*265 

0-731 

0-225 

0-J78 

17-68 

! 

4-63 i 

3-50 

August 

4-283 

5036 

5*049 

5-203 

5172 

5-306 

0-753 

0-214 

0-134 

17-11 

4-24 1 

2-59 

1911 

February 

3*700 

4-539 

4-553 

4-751 

4-745 

5-347 

0-839 

0-198 

0-602 

22-08 

4-35 

12-09 

August 

4-137 

5 095 

5- 041 

5-590 

5-529 

5-755 

0-968 

0-549 

0-226 

23-16 

10-89 1 

4-09 

Averages 

4-212 

5048 

6-001 

6-323 

5-292 

6*592 

0-836 

0-262 

0-300 

19-85 

5-18 j 

5-67 


1 Loss. 


It is necessary to state exactly what are the prices quoted 
in this table. The market prices are the average of those quoted 
during the respective months — the refiners' listed selling prices 
being the jobbers’ buying prices, and the jobbers’ listed selling 
prices being the retailers’ buying prices. The “refiners’ actual 
cost” for each month is an average of the actual cost prices of 
the raw sugar melted during that month. The “refiners’ actual 
sale price” is an average of the actual prices received for reined 
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sugar delivered during the month. The “jobbers* actual sale 
price is an average of the prices received for granulated sugar 
sold to retailers in the several months, and the “jobbers’ actual 
cost ” is an average of the actual prices paid by jobbers for the 
same sugar. The “retailers’ actual sale price’ io the average 
retail price of granulated sugar sold on the 15th of each month, 
and the “retailers’ cost” is an average of the cost tc the retailers 
of the same sugar. It follows from these definitions that the 
refiners’, jobbers’, and retailers’ prices in any month Jo nob refer 
to precisely the same lots of sugar. It would, in fact, be prac- 
tically impossible to follow a .single lot of sugar from the refiner 
to the consumer. But neither jobbers nor retailers are likely to 
carry very heavy stocks beyond immediate requirements, so that 
the selling prices in each case are mainly those of the sugar for 
which the buying prices are given. This is evident from the 
close approximation of the actual selling prices of refiners and 
jobbers to the actual buying prices of jobbers and retailers respec- 
tively. The duties on sugar appear to have been included in all 
cases, and have not varied materially during the period covered 
by the tablo. 

The refiners’ actual sale prices given in the above table are for 
granulated sugar, for which jobbers’ and retailers’ prices, and also 
market prices, are quoted. The refiners, however, produce many 
grades of sugar, and the average selling price of all these together 
was, in the months shown, generally lower than that for granu- 
lated alone, so that the refiners’ margins on their transactions as a 
wdiole were also, as a rule, lower than those shown in the table. 
Besides sugar, the refiners also produce a by-product in the shape 
of syrup, for which a small price is obtained. This is ignored in 
the table. The table, the?’efore, gives the prices of raw sugar, and 
of the resulting refined granulated sugar. 

Several interesting conclusions can be deduced from these data. 
The margins of none of the factors concerned in the production 
and distribution of granulated sugar were constant, either abso- 
lutely, or proportionately to cost prices. On the basis of market 
prices, refiners’ margins and retailers’ margins varied much more 
than on the basis of actual prices, while the reverse was true in 
the case of the jobbers. The refiners’ actual margins were alwfitys 
larger than a comparison of market prices indicated, which is a 
testimony to the refiners’ skill in buying. The price of raw sugar 
is subject to wide and rapid fluctuations, and refiners buy heavily 
on a rising market and restrict their purchases on a falling 
market. They speculate on future prices and stand to make big 
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profits and losses. When prices of raw sugar are high, the refiners 
melt more or less sugar bought previously at lower prices, but 
in making their sales of the refined product they have the advan- 
tage of the high market. Eefiners’ profits, therefore, are subject 
to considerable variation, and this will necessarily cause their 
margins to vary, even if the costs of manufacturing and selling 
remain constant. In the case of a trade dealing in some com- 
modity not subject to such variations in price, it would be ex- 
pected that the manufacturers’ margins would, other things being 
equal, show more constancy than do those of these sugar refiners. 

In the case of the New York jobbers it seems to be the custom 
to aim at a margin of 15 cents per 100 lb., but this is based on 
market prices. The table shows that, on the average, something 
like this margin was secured in the six months. But on the basis 
of actual transactions, jobbers, like the refiners, stand to make 
big profits and losses, for they make forward contracts with the 
refiners, and at a time of high prices may be receiving and 
selling sugar contracted for at lower prices, as, e,g,, fn August, 
1911. 

The retailers’ actual margins were higher than their apparent 
margins, but in both cases they were very fluctuating. This 
appears to be due to the fact that the retailers seemed “to aim 
at a steady price for sugar rather than a consistent margin,* 
trusting to a future decline in cost to offset the effect of a period 
of close selling,” but in many cases sugar is deliberately sold at 
little or no profit in order to secure and improve the sale of other 
articles on which good profits are made. While, therefore, large 
fluctuations in the prices of raw sugar are reflected in the retail 
prices of granulated sugar, the fluctuations are not always carried 
on in their entirety, and minor fluctuations in wholesale prices 
frequently do not affect retail prices at all. 

The excess of the price paid by the consumer over the price 
of the raw sugar was as follows : — 


Year and month. 

Gross margin between 
retail price and 
market price of raw 
sugar. 

Gross margin between 
retail price and 
actual price paid by 
refiner for raw sugar. 


Cents. 

% 

Cents. 

% 

1905. February 

0'766 

14*11 

1*437 

30*21 

August 

1*316 

30*13 

1*426 

33 49 

1910. February 

0*740 

16*35 

1*130 

27*33 

August 

0*566 

11*94 

1*023 

23*89 

1911. February 

1*501 

39*03 

1*647 

44*51 

August 

0*508 

9*68 

1*618 

39*11 
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The difference between the retail price of granulated sugar and 
the price of the raw sugar varied considerably, but the variation 
is much ‘greater in the comparison with market prices than in 
that with the actual cost of the raw sugar. This fact is note- 
worthy because, without a special investigation, the only prices 
obtainable with which to compare retail prices are, as a rule, 
wholesale market list) prices, and it may sometimes happen, 
as in this case, that discrepancies will be found between the 
wholesale and retail prices which do not exist, or are very much 
reduced, in the relation between actual costs, it may be noted 
that, as shown in the above table, the absolute margin was less 
variable than the percentages. 

The general conclusion from this investigation would appear 
to be that, in the case of sugar, the price of which in the raw 
state is liable to wide and rapid tluctualioiis while as a reiail 
article it is used as a “draw” for other commodities, a strict 
parallelism between retail and wholesale market prices is not 
to be expected. This does not vitiate the concluoion, which in 
fact the United States investigation docs not controvert, that 
substantial fluctuations and long-period movements in wholesale 
prices effect corresponding movements in retail prices. Finally, 
it is not at all improbable that the general results of this investiga- 
tion into sugar prices in New York would hold good in London at 
the present time, although it is doubtful how far backwards in 
time one would be justified in applying them in either city. 

A. D. Webb 


Official Papers. 

National Health Insurance. Report of Second Year's Working. 

[Cd. 7496.] 1914. Price 2.v. 5d. 

The Amending Act of 1913 removed certain administrative 
difficulties and improved the position of various classes of insured 
persons, especially of those in arrear with their contributions. 
An explanation of these changes and of the measures giving effect 
to them chiefly occupies the introductory part of this repor|| 
With regard to deposit contributors, the numbers of whom are 
diminishing, the Chief Actuary reports that they are not in the 
main persons rejected by tbe Approved Societies on account of 
ill-health, nor are their claims specially high. The proportion of 
aliens among them is high, and their age-distribution is abnormal, 
about 50 per cent, being between twenty and thirty years old. 
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As regards the financial position of Approved Societies, the 
Chief Actuary has arrived tentatively, from incomplete data, at 
the following conclusions : — * 

(i) The sickness claims of men, taken as a whole, have 
been within the actuarial provision. 

(ii) The sickness claims of women, taken as a whole, have 
been materially in excess of that provision. 

(iii) Great variations have arisen between the sickness 
claims made upon individual Societies. While in many cases 
the claims have exceeded the estimates, there are many other 
cases in which the cost of benefits has been so far within the 
estimates as to lead to the expectation that a large number 
of Societies and branches wijl be found upon the first 
valuation to be in possession of surpluses. 

(iv) . The sickness claims of both men and women have 
in many Societies been above the standard that should nor- 
mally prevail, and that may be expected to prevail when 
Societies have gained experience under existing conditions. 

(v) The claims for maternity benefit have varied consider- 
ably as between different Societies. 

In regard to the last of the above conclusions, it was found 
that excess of claims for maternity benefit is most apparent 
amongst Societies of miners. Excessive claims in other cases 
indicate, in the opinion of the Chief Actuary, that certain large 
Societies have either obtained their membership to a dispropor- 
tionate extent from the poorer classes of the industrial population, 
or liave adopted methods of recruitment that have brought them 
an abnormally high proportion of married men. 


AgricuUnral Statistics, Ireland, 1913. Report and Tables relating 
to Irish Agricultural Labourers, [Cd. 7418.] 1914. Price 

Part 1. of this Report deals with the annual migration of 
agricultural labourers to England and Scotland. It appears that 
the scale of this migration has continuously declined in recent 
years — namely, from 20,500 in 1909 to 15,000 in 1913, while in 
1841 the number was estimated at 40,000. The great maiority 
come from Mayo and Donegal. In 1913, 75 per cent, went to 
England, and 25 per gent, to Scotland. The labourers for Eng- 
land, who are mostly from Connaught, travel about the country 
during the summer and autumn from one job to another. “After 
haymaking, &c., in Lancashire and Yorkshire, they move to 
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Lincolnshire and Cambridgeshire for the corn harvest, and thence 
to Warwickshire, Staffordshire, and Cheshire for potato digging. 
Two distinct groups of labour migrate to Scotland — the 
‘ Donegal ' men, who go chiefly to the Louhians and Eastern 
Counties, and the * Achill ’ workers, from the west coast of Con- 
naught, who go to Ayrshire and the neighbourirg counties. The 
‘ Achill * workerp come over in families or small groups, and are 
organised in squads.** 


Beport of the Departmental Committee on Agricultural Credit in 
Ireland, 1914. [Cd. 7375 ] Price As, 6d, Minutes of 
Evidence, dec, [Cd. 7376]. 

To be reviewed. 


Reports by His Majesty's Agent and Consul-General on the 
Finances, Administration, and Condition of Egypt and the 
Sudan in 1913. [Cd. 7358.] 1914. Price 7Jd. 

“Considering the abnormaily low Isiie, this year has been a 
far more prosperous one than could have been expected. For- 
merly, so considerable a shortage of w^ater would have been almost 
a national calamity, but the completion of the Assuan dam at the 
end of 1912 permitted of sufficient storage to mature the cotton 
crop.** Two of the most interesting of the economic or financial 
events of the year were the bringing into operation of the Five- 
Feddan Law and the change of the Budget date. It appears that 
the 619,107 proprietors, with properties averaging about one 
feddan (1’038 acres) in area, are burdened with an average debt 
per feddan of d£E25*824. Thus a debt of dOE16,000,000 has to be 
borne by the poorest class of cultivators of the soil and is distri- 
buted amongst only 5 per cent, of the population. “The Five- 
Feddan Law, by protecting the small cultivator’s holding, has 
enabled an improvement to be safely made in the simplification 
of the procedure for recovery of debt. . . . The prediction that the 
diminution of credit caused by the Five-Feddan Law would force 
sales of land and lead to evasion of the law has not been borne 
out by events.** The change in the date of the Budget has been 
effected for very similar reasons to those for which a similar 
change has been advocated in the case of India by the recent 
Koyal Commission, namely, the advantage of enabling estimates 
to be framed at a time when the results of the principal crop of 
the country can be ascertained with reasonable accuracy, and the 
advantage of allowing a longer available interval for the discussion 
of the Budget. 

No. 95. — VOL. XXIV. 
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CoTTespondence relating to the General Strike in South Africa. 
[Cd. 7348.] 1914. Price 2s. 3d. 

Correspondence, chiefly between Lord Gladstone and the 
Colonial Office, in continuation of Cd. 7213. 


Union of South Africa. Report of the Economic Commission, 
January, 1914. Pretoria : Government Printing Office. 
1914. Price 3s. 6d. 

The Eeport of the Commission, appointed under the chairman- 
ship of Professor S. J. Chapman, to inquire into wages, hours, 
and the cost of living on the Witwatersrand, the question of 
establishing a minimum wage in any industries within the Union, 
the payment of overtime, and allied subjects. To be reviewed. 


Recensement de V Industrie et du Commerce (31 Dec., 1910). 

Premiere Partie, Recensement professionnel. Vol. I. Pp. 

596. Vol. IT. Pp. 1129. Vol. III. Pp. 831. Vol. IV. 

Pp. 1207. Bruxelles : Office de Publicite. 1913. 

These four very large quarto volumes comprise the results of 
a census of occupations ' for Belgium, issued by the Statistical 
Section of the Office du Travail. 

Obituary. — Wilhelm Lexis. 

We much regret to announce the death of Professor Wilhelm 
Lexis, news of which has come to hand from Gottingen. Born 
in Eschweiler, near Aachen, on July 17th, 1837, Lexis matricu- 
lated at the University of Bonn in 1855, where he read mathe- 
matics and natural science. For a few years he was an assistant 
master at the Gymnasium in Bonn. In 1861 he proceeded to 
Paris, where he devoted himself to the study of French economic 
conditions and soon became known as an authority on economic 
questions. In 1872 he was appointed to the Chair of Political 
Economy at Strassburg. Two years later he moved to Dorpat, 
and thence, in 1876, to Freiburg in Breisgau. He was called to 
Breslau in 1884, and finally settled in 1887 in Gottingen, where 
he continued to teach for a quarter of a century. 

Lexis’s work in economics is primarily associated with the 
celebrated Handworterbuch der Staatswissenschaften, in the edit- 
ing of which he was one of Professor Conrad’s colleagues (as also 
in the editing of the Jahrbilcher). In this great compilation he 
was responsible for much of the work on. currency and monetary 
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questions generally, and on public finance. Up to the end of his 
life he continued to contribute articles to the Jahrbucher on the 
progress of monetary science and practice. 

Perhaps Lexis’s most original contributions to knowledge, how- 
ever, are to be found in his statistical investigationb into problems 
of population and sex-ratio, and in the pure statistical theory 
which these investigations led him to develop. Two papers, on 
Das GeschlecMsverhdltnis der Gehorenen und die WahrscneAn- 
lichkeitsrechnung and Ueber die Theorie der stabilitdt statistischer 
Reiheny originally published in Conrad’s Jahrbaoher in 1876 and 
1879 respectively, introduce new theoretical conceptions of the 
utmost importance. Lexis’s statistical writings were reprinted in 
his Zur Theorie der Massenejscheinu,igen in der menschlichen 
Gesellschaft (ol‘ 95 pages), published at Freiburg in 1877, and in 
his Abhandlungen zur Theoiie der Bevnlkerungs-und Moral- 
statistik (of 253 pages), published at Jena in 1903. But after 
about 1886 his mind seems to have become diverged to monetary 
and financial questions, and the further development of nis statis- 
tical ideas, the importance of which obtained general recognition 
very slowly, w^as left to others, and especially to Ladislaus von 
Boitkewitsch. Lexis’s methods were introduced to the notice of 
English readers by Professor Edgeworth in 1885 in his article on 
Methods of Statistics in the Jubilee volume of the Statistical 
Journal. 

Lexis, who was elected an Honorary Fellow’ of the Eoyal 
Statistical Society in 1904, was a much-valued occasional con- 
tributor to the Economic Journal, writing on The Agio on Gold 
and Internatiomil Trade in 1895, on The New German Exchange 
Act in 1897, and on The German Bank Commission in 1910. 
Combining high scientific eminence with a c^haracter esteemed 
for its impartiality (as exemplified, for example, in his attitude 
to the Bimetallic Question), Lexis was a worthy member of the 
band of veteran economists, not a few of whom still occupy the 
principal Chairs of Political Economy in Germany, who in the 
’seventies and ’eighties of the last century raised to so high a 
level the reputation of German economic science. 

Current Topics — Currency Expedients Abroad. 

In the article, above, on War and the Financial System y 
August y 1914, some account has been given of the financial ex- 
pedients which it has been necessary to adopt in this country. 
A few particulars follow as to currency measures elsewhere, but 
the information at present available is somew^hat scanty. 

L L 2 
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The only restriction, under which the Bank of France nor- 
mally lies, as regards the issue of notes, whether backed by gold 
or not, is on the aggregate amount outstanding at one time. It 
happened that at the outbreak of war the actual circulation was 
not far short of the legal limit of dB272,000,000, having risen 
from £236,000,000 on July 23rd to £267,000,000 on July Slst. 
On August 7th, therefore, the French Chambers authorised an 
increase in the limit from £272,000,000 to £480,000,000, thus 
practically permitting to the Bank of France an unlimited power 
of note issue. At the same time all obligation to cash the notes, 
even in token silver, was suspended. Since July 3l8t the Bank 
of France, unlike any of the other State Banks, has published no 
statement of its position. 


The legal jx^sition of the Bank of Russia, which, alone 
amongst the Central Banks of Europe, is a purely Government 
institution, resembles that of the Bank of England, in that it 
has a fixed fiduciary issue, the circulation of notes being allowed 
to exceed the cash held against them by a ^certain fixed amount 
only. The Bank of Russia, however, regards as “cash’’ for this 
pui’pose, not only the gold and silver in its own vaults, but also 
deposits held on its behalf in the chief European financial centres. 
The fiduciary issiie has not been, in the recent past, of much 
practical importance, as the “cash” held has exceeded the cir- 
culation of notes. The last return before the war (July 21st) 
showed £160,114,000 in gold, £7,382,000 in silver, and 
£14,395,000 on deposit abroad. The note circulation was 
£163,411,000, and the fixed fiduciary issue £30,000,000, so that 
the unissued margin of notes amounted to £48,481,000. On July 
31st the maximum of the fiduciary issue was raised from 
£30,000,000 to £150,000,000, and in spite of the large amount 
of cash held, the obligation to meet the notes in specie was 
entirely suspended. By August 5th the note circulation had 
risen to £185,978,000 against “cash” amounting to £178,667,000, 
the balance abroad having fallen to £11,604,000. By August 14th, 
the note circulation was £232,106,000 against “cash” practically 
unchanged at £178,482,000. Apparently about £40,000,000 of 
the additional note issue was represented by advances to the 
Treasury, presumably for mobilisation purposes. The exchange 
value of the rouble stands at a heavy discount, and quotations are 
somewhat nominal. The Russian Government would do wisely 
to remedy this by using some part of their huge resources for 
what one would have supposed to be their primary purpose. 
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In the case of the Eeichsbank steps were immediately taken 
on the outbreak of war to remove the principal restrictions under 
which it normally works, namely, the limitation of the untaxed 
fiduciary issue, and the rule that in no circumstances may the 
note issue rise to more than three times the '*caLh” (which 
includes a few, not very large, items besides gold and silver). 
In addition, specie payment was suspended The eft ct of thir 
has been that tne Eeichsbank’s gold was increased between July 
23rd and August 31st by about £10,000,000, or a-pproximateljr 
£2,000,000 more than the amount supposed to have been trans- 
ferred to it from the war chest at Spandau. No new gold is 
now issued, and not much seems to have been recovered from the 
internal circulation. The note circulation rose from £94,545,000 
on July 23rd to £194,097,000 on August 15th (the aate of 
the next return), £199,998,000 on August 22nd, and £211,744,000 
on August 31st — an aggregate increase during the month 
of £117,000,000. The note issue was still well within the 
limit formerly prescribed of three times the ‘‘cash.** It is 
to bo remarked thatithe stock of silver was quickly drawn upon, 
falling from £16,731,000 on July 23rd to £4,084,650 on August 
15ih, and to £3,317,700 on August 22nd. By August 31st there 
was a slight recovery to £4,114,000, perhaps due to new coinage, ' 
but the Eeichsbank is said to be about to issue two-inark and one- 
mark notes. As in this country, the Joint Stock Banks and other 
financial institutions seem to have followed the policy of turning 
they: bills not entirely into notes, but largely into credits at the 
Eeichsbank, the bills discounted rising from £37,545,000 on 
July 23rd to the large sum of £221,299,000 on August 15th, 
£230,800,000 on August 22nd, and £237,500,000 on August Slst, 
while the Deposits rose from £47,198,000 on July 23rd to 
£127,588,000 on August 15th, and £130,988,000 on August 22nd, 
falling to £122,067,000 on August 31st. 


It appears that in addition to the Eeichsbank 's ordinary notes, 
Darlehnskassenscheine, or “loan” notes, of denominations 
ranging from 5s. to £2 105., are being issued up to an amount of 
£75,000,000. These are available as loans to all comers in 
amounts ranging down to £5, against numerous kinds of securities 
up to one-half or two-thirds of their assigned value, for periods 
of three to six months, at a rate as a rule something above the 
Eeichsbank discount rate. These “loan** notes have not been 
given full legal tender quality, but are accepted by the Govern- 
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ment and go^ernmeiital inatitutions in payment oi dues. The 
amount of these notes which has actually been issued, and other 
details regarding them are not available. But the tendency of 
prices to rise, which must have been greatly accentuated by the 
issue of so much inconvertible paper money, has been met by very 
rigorous official measures to fix the prices of necessaries, in terms 
of this paper money, at what is thought to be a reasonable figure. 
The effect of such measures in hindering the import of foodstuffs 
from neutral countries must become very serious, unless the 
Reichsbank decides to reverse its present policy and release gold 
freely in redemption of the paper currency when this is required 
for purchases abroad. 


As contrasted with the policy pursued in the other combatant 
countries, the German Government have not, as yet, declared a 
formal Moratorium. Instead of releasing debtors for the time 
being from the obligation to meet their engagements, they appear 
to have pursued the policy of readily supplying them with large 
amounts of paper and token money and credits wherewith to meet 
these engagements. During the month of August, if the issue of 
Darlehnskassenscheine is nearly reaching the limits originally 
prescribed, the total increase in the circulation of notes, 
token silver, and bank credits at the Reichsbank approached 
£300,000,000. No doubt this eased the financial situation for 
the moment. But it may prove in the long run a far more 
dangerous policy than that of the Moratorium. According to 
the Economist (September 5th) the Reichsbank notes were then 
standing, in terms of gold, at a discount of more than 20 per cent. 


Thus we see that, so far as note issue goes, the State Banks 
of France, Russia, and Germany are all working under what are, 
in effect, identical systems, namely, a virtually unlimited right of 
note issue and a suspension of specie payments. They can only 
be hoarding their gold, unless they propose to use it shortly for 
foreign payments, out of a desire to have something substantial 
in hand wherewith to pay an indemnity. It is to be re- 
marked that many of the difficulties, which the various financial 
expedients adopted in this country have been designed to meet, 
have been of a different character from those dealt with abroad, 
because we have been endeavouring to resuscitate our system on 
a more or less normal basis, a task frankly abandoned elsewhere. 
Specie payments have never been suspended, our national money 
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is not in the least depreciated, and we are reviving to a greater 
extent each day the normal mechanism of remittance and of the 
discount of bills. 

The Gold-Exchange Standard, based on a re^erv^ in London, 
has enabled the Indian currency system to meet the crisis better 
than that of almost any other country. No Moratorium has been 
declared, and the exchange value of the rupee has been maintained 
throughout between the gold points. Of no other important 
country can this be said. Even in Egypt, which some authorities 
would take as a model because normally the sovereign is the prin- 
cipal medium of exchange, it was found necessary at once to 
introduce an emergency currency of inconvertible paper, and to 
declare a Moratorium. 

.\t the outbreak of war the Secretary of State held in London 
€10,700,000 actually in gold, apart from large quantities of securi- 
ties. As soon as a serious demand for remittance on London sprang 
up in India, and the exchange-value of the rupee showed signs of 
falling below gold-exixirt point, it was cl.'cided to ofl'er €1,000,000 
weekly of what are called “reverse ” Councils (i.c., remittance sold 
in Calcutta on London). In the first week of August the full 
.€1,000,000 were sold, but in subsequent weeks the offer proved 
'more than sufficient to meet the demand, .€'813,000, .€632,000, 
€538,000, €474,000, and €310,000 being taken on August 12th, 
19th, 26th, September 2nd and 9th. “Keverse” bills were 
sold at the usual rate of Is. 3|-|d. But facilities, which have 
not been granted on former occasions, were given for the 
purchase of telegraphic transfers as well as bills, at the rate 
in the first week of Is. Sj^d., and subsequently of Is. 3||^d. 
The effect of this was to steady exchange at once within the gold 
points. The Government have been offering and to a certain extent 
actually selling telegraphic transfers in both directions simul- 
taneously. The course of events has been such as to bear out 
on the whole the views of those who maintained the importance 
of holding actual gold as a reserve in London. If the gold had 
been in India, it could not have been safely shipped to London 
in the early days of August (whether the Bank of England would 
have been prepared, if necessary, to make advances against gold 
held in India has not yet been tested), and the portion held in 
securities was temporarily unrealisable, except such part as con- 
sisted of Treasury Bills falling due. (The first-rate value of the 
latter as a liquid security, even when this country is at war, was 
strikingly demonstrated.) Although the Secretary of State wag 
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found in a relatively weak position on account of the small amount 
of Council Bills he had sold in London since the beginning of the 
financial year, the release of £2,000,000 of gold previously “ear- 
marked” sufficed to see him through August. 


It is to be observed with interest that the Government of India 
pursued the judicious policy of stopping the further issue for 
internal use of gold from the Paper Currency Department, as soon 
as the sale of “reverse ” bills began ; and also that they have taken 
the opportunity to carry out the recommendation of the recent 
Eoyal Commission for the abolition of the silver branch of the 
Gold Standard Reserve and have transferred (in India) £4,000,000 
of gold in exchange for rupees from the Paper Currency Reserve 
to the Gold Standard Reserve. 


The Currency System of the United States was caught by the 
crisis at a somewhat inconvenient moment of transition between 
the old arrangements and the new. The new Banking and 
Currency Act does not come into force for a month or two. But 
by a most fortunate measure of prudence the arrangements for 
emergency currency provided for by the temporary Aldrich- 
Vreeland Act, which was carried after the crisis of 1907, were 
specifically kept in being, in case of what must have seemed the 
remote chance of a crisis intervening in the few months required 
for completing the arrangements of the new permanent system. 
The notes, authorised by the Aldrich-Vreeland Act, were ready 
printed and available for immediate use. The amount of this 
emergency currency issued up to September 10 was $256,000,000. 
In spite of this, however, the bankers and the Government were 
not able or willing to release gold and to take advantage of the 
Bank of England’s depository at Ottawa to a sufficient extent 
to maintain fully the exchange parity. After standing at a huge 
discount for the short period during which the shipment of gold 
was impossible, the exchange value of the dollar on London 
still stood six weeks after the outbreak of war at a discount 
of nearly 2^ per cent. 


In Canada a comparatively small amount of additional currency 
has been provided by a change in the rules governing the Dominion 
Note Issue. Up to now there has been, in effect, a fiduciary 
issue of $22,50(),000 (25 per cent, being held in gold for the first 
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$80,000,000 of notes and 100 per cent, against any further issue). 
For the future the fiduciary issue has been raised to $37,600,000 
(25 per cent, beiiig held in gold for the first $50,000,000 of notes). 


Of prices, employment, and the economic state generally of 
the people of Europe, it is not yet possible to speak,- though 
it v^ould be safe to surmise that the economic organi'^.ation and 
state of employment within Russia has been affected by far the 
least. Some extracts are given below from a statement issued 
by the Board of Trade, in the second week of September, on the 
state of employment in the United Kingdom. 


‘‘Inquiries addressed by the Board of Trade to nearly all 
the principal manufacturers show that employers covering 75 per 
cent, of the workpeople included in the returns received have not 
been specially affected by the war; these employers re]X)rt since 
the middle of July a total reduction of staff of only 1*3 per cent. 
Employers oi the remaining 25 per cent, covered by the returns 
report that they have been affected by the war, and have reduced 
their staff’ since the middle of July by 2V per cent. The two 
•industries most affected are the cotton industry and construction 
of vehicles, each of which, as compared with eTuly 17th, shows a 
contraction of about 19 per cent, in the numbers employed. In 
the cotton industry another 40 per cent, are working sliort time. 
Other industries showing more than an average reduction of staff 
are furniture, engineering, and tinplates. In the latter, however, 
though the percentage reduction is still above the average, there 
has been a very marked improvement of employment since the 
middle of August. While coal-mines working for export have 
been affected, the great majority of the coal-mines report them- 
selves as unaffected by the war, and at the same time report 
that they are working reduced hours, which is, of course, the 
common summer practice. So, too, the short time in the cotton 
trade can only in part be attributed to the war. The reports 
received by the Home Office from the inspectors of mines in 
respect of the week ended September 5th indicate that the position 
in the mining industry has improved, and is on the whole satis- 
factory. A considerable number of collieries are working only 
four or five days a week (especially in Scotland, Yorkshire, 
Durham, Northumberland, and North Lancashire), but on the 
other hand there is considerable pressure in the steam coal trade 
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in South Wales, where more men could be employed if they were 
available, and in other districts conditions are more or less normal. 
Slate quarrying in Wales is very depressed, but this is due in part 
to causes other than the war. As regards agriculture, there appears 
to be no appreciable increase of unemployment; indeed, in some 
places there is a shortage of labour. The fishing industry in 
certain localities has been affected.** 


“The general conclusion is that, though there is at the moment 
a contraction of employment as a result of the war, this contrac- 
tion has been met to a very large extent by reduction of hours 
instead of by reduction of staff; 93. per cent, of the workpeople 
engaged in production are still wholly or partially employed. 
Moreover, the returns show that of the contraction of 7 per cent, 
in the numbers employed at least two-thirds represents men who 
have left for military or naval service and who are, therefore, not 
employed. Thus the percentage of workpeople w’holly unemployed 
(including women) has only increased by a little more than two. 
Practically the whole of the above contraction occurred in the 
first fortnight of the war. Since August 14th, when the first 
returns were obtained by the Board of Trade, though certain 
industries have declined while others have improved, the total • 
numbers employed have changed very little.** 


The following were elected Fellows of the Royal Economic 
Softiety at the last meeting of the Council : — 


H. D. Bedford. 
Prof. F. Bernis. 
T. I. Brunner. 

H. E. Crawfurd. 
Malcolm Fraser. 


M. Ghosh, 

A. Loveday. 

C. J. Melrose. 
E. N. Mozley. 


The following libraries or institutions have been admitted to 
full or limited rights of membership. 


University of Adelaide Library. 
City of Auckland Ijibrary. 
University of California 
Library. 

Dyal Singh Library of Lahore. 


London School of Economics 
Common Room. 

State Library, Massachusetts. 
McGill University Library. 
Railroad Commission of Wis- 


consin. 
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Appointments , Prizes^ etc. — Professor Mavor, of the Univer- 
sity of Toronto, has been granted leave of absence in order to give 
a special course of lectures this autumn at Lahore, India. 

Hutchinson medals for research at the London School of 
Economics have been awarded to Mr. G. K. Hobson for his thesis 
on The Export of Capital, to Mr. W. Kennedy for his thesis on 
The Principles embodied in the Tax System of England since the 
Restoration, and to Mr. E. C. Cleveland-Stevens for his thesis on 
Railway Amalgamations. 



RECENT PERIODICALS AND NEW BOOKS. 

Statistical Journal. 

July, 1914. Economic Relations of British and German Empires^ 
E. C 5 AMMOND. Comparative figures over a miscellaneous field, 
somewhat criticised in the subsequent discussion. 

The Economic Review. 

July, 1914. Editorial Notes. There is here an interesting account 
of the Official Report on the Leeds Municipal Strike. The 
Agricultural Labourer in Lincolnshire. H. N. Nash. People^s 
Banks in the Province of Quebec. H. Michell. Further 
Notes on some Fundamental Notions of Economics: Labour. 
J. H. Smith. The writer decides to “light his own Diogenes 
lantern,” and in the meantime the economist “must not 
profane the name of science or assume the office of a teacher.” 

Edinburgh Review. 

July, 1914. The Rating of Site Values. Harold Cox. 

Quarterly He view. 

July, 1914. Syndicalism in New Zealand. W. H. Triggs. The 
Settlement Movement in England and America. E. J. Urwiok 
and R. A. Woods. 


Banker's Magazine. 

June, 1914. Banking in Denmark: an Historical Sketch. Hans 
Tbgner. 

July, 1914. Competition and Banking Profits. C. F. Hannaford. 
Suggestions for agreed rates between bankers. South Africa's 
Currency Experiences. D. P. Morgan. An historical sketch. 

August, 1914. Some Aspects of Banking Amalgamations. The 
Bank of France. The Imperial Bank of Germany. The Reports 
of these institutions for 1913. 

Manchester Statistical Society. 

March, 1914. Industrial Recruiting and the Displacement of 
Labour. S. J. Chapman and A. W. Shimmin. On the overflow 
and surplus inflow of labour in different industries as shown by 
the Census of Occupations. 

Clare Market Review. 

February, 1914. The Future of Voluntary Social Work. E. J. 
Urwick. Some English Railway Problems. E. C. Cleveland 
Stevens. Continued in May. 
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May, 1914. Worn m's Work in the South-west of England. E. D. 
James. 

The Women*{> Industrial News. 

July, 1914. TJoe Present Position of Child Labour Regulation. Y. 
Keeling. Blind Alley Labour. F. KEEi^ira The Girl-worker 
and the Opportunity of the Juvenile Advisory Committee. 
Barbara Drake. 

Brdletin of the Co-operative Reference Library (Plankett House, 

Dublin). 

July, 1914. Works and Aims of the Library. Sir Horace 
Plunkett. Co-operation for Farm Women. Sources of in- 
formation. This is the first number of a bulletin, which it is 
projiosed to issue monthly, with a view to assisting inquirers 
and more particularly the organisers of tlie I.A.O.S. 

American Economic Review (Boston). 

June, 1914. Movements of Negro Population. J, C. Bose. An 
enquiry into the relative rates of increase of the white and black 
populations of the United States. A General Strike in New 
Zealand. J. E. Le Hossignol. Present Problems in Canadian 
Banking. W. W. Sw^anson. Enquiries into the alleged exces- 
sive profits of the banks and into ihe future of co-operative 
banking. The Proposed German Petroleum Monopoly. D. G. 
Munro. An account of the events which liave led up to the 
current proposals for official measures directed against the 
supremacy of Standard Oil in Gennany. The Discount versus 
the Cost- of -Production Theories of Capital Valuation. H. G. 
Brown. The continuation of a controversy. Eleventh List of 
Doctoral Dissertations. 

Quarterly Journal of Economics (Harvard). 

May, 1914. The Trust Problem. E. D. Durand. On the necessity 
of prohibition or regulation, and the possibility of preventing 
combination. Davenport's Economics and the Present 
Problems of Theory. A. S. Johnson. Fire Insurance Bates 
and State Regulation. W. F. Gepiiart. Rent Under the 
Assumptioji of Exhaustibility. L. C. Gray. Orthodox theory 
assumes that the capital value corresponding to rent remains 
unexhausted. How can tins be modified so as to meet the 
facts? The Literature of Scientific Management. C. B. 
Thompson. 62 pages. 

Journal of Political Economy (Chicago). 

June, 1914. Three articles on Parcel Post Questions. Davenport's 
Competitive Economics. F. A. Fetter. The work of this 
writer, which is reviewed above (p. 421), appears to be exciting 
much notice in America, being the subject of simultaneous 
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articles in three of the economic journals. The Origin of the 
Bill of Exchange, A. P. Usher. 

July, 1914. The Working of the Trade Boards Act in Great Britain, 
Co'NSTA.^iCE Smith. The Commercial Paper Debates* E. E. 
Agger, On the current proposals for establishing a discount 
market in the United States, with special reference to the 
position of single-name paper. 

Political Science Quarterly (New York). 

June, 1914. Unfair Competition : a Study of Certain Practices and 
their Relation to the Trust Problems in the United States. 
W. S. Stevens. DavenporVs Economics. J. M. Clark. An 
article-review. 

Annals of American Acadejny (Philadelphia). 

May, 1914. A series of articles on State Regulation of Public 
Utilities under the following heads : Legislation as to Stale 
Public Utility Commissions. State Regulation and Municipal 
Activities. Uniform Accounting and Franchises . Public Control 
over Securities. Valuation of Public Utilities. Electric and 
Water Rates. Standards for Service. 

July, 1914. A series of articles on International Relations of 
United States : — Monroe Doctrine, Mexican Situation, The 
Pacific. 


U.S. Bulletin of Labor Statistics. 

No. 126. W orkmen' 8 Compensation Laws of the United States and 
Foreign Countries. Pp. 477. An important compilation of 
material. 

No. 137. Wages and Hours of Labor in the Building and Repairing 
of Steam Railroad. Cars: 1890 to 1912. 

No. 140. Retail Prices: 1890 to December, 1913. 

No. 143. Union Scale of Wages and Hours of Labor, May 15, 1913. 
With reference to the principal mechanical trades in 40 im- 
portant industrial cities in the United States. 

Bulletin of Industrial Commission of Ohio. 

June, 1914. This is the first issue of a Bulletin issued under the 
auspices of Mr. M. B. Hammond, Commissioner in charge of 
Investigation and Statistics in the State of Ohio. This number 
is devoted to a series of articles on Workmen's Compensation. 
With it is issued Eeport No. 1 on Wages and Hours of Labor 
of Women and Girls in Ohio in 1913. A twelve-page Biblio- 
graphy on the Minimum Wage by C. W. Keeder is annexed. 

Revue d' Economic Politique (Paris). 

May-June, 1914. Des limites de V Association cooperative de con- 
sommation. Dr. Totomianz. La circulation monetaire 
frangaise et le mouvement des prix. C. Hist. A further study 
by Professor Eist on the relation between prices and the volume 
of circulating media in France. 
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July-August, 1914. Pour la theorie quayiiiiative de la monnaie et 
du credit, L. Dechesne. A study of recent works on this 
subject. 


Journal des Economistes (Paris). 

JuFE, 1914. Lcs rnlations de VEtat ci Un grandes compagnies de 
chemina de fer jusqu'a la fin dea conceaaions. 

July, 1914. J. Qhamherlain et aon role economiquc . Y\es Guyot. 

Hevue Economiquc internationale (Brussels). 

May, 1914. La situation economique et financierc de la Chine. 
J. O. P. Bland. La concurrence Anglo- Allemandc. F. 

Diepenhorst. HaiiHHe des Prix et easor dconomique de la 
periode 1895-1913. J. Lescure. 

Archiv fiir Sozialwissenschaft und Sozialpolitik (Tubingen), 

May, 1914. Ohjekt uiid Grundbegriffc dcr thcoretischcn National' 
dkonomic, Werner Somijart. With special reference to a recent 
book by Alfred Amonii. Kopernikua' Mibiz- und Geldiheorie. 
J. Jastrow. Die okonornibche und aozialpolitische Bcdcutung 
des Taylor-syatcms. E. Lederrr. Die Heunarheit in Frank- 
reich und ihre gcaetzliche Regclung. P. Louis. Die aoziale 
Funkiion dcr TcAierung. W. Eggensguwyler. 

Zeitschriff fur Volkwirtschaft, Sozialpolitik und V erwaliung 

(Vienna). 

VoL. 23, Parts 1 and 2. Die wirischafilichen Konjunktur und 
Depreaaionswellcn in Oeaicrrcich aeit deyn Jahro, 189(5. E. 
Bkezigar. Verieidigung und Ergdnzung dcr Bohm-Bawerk- 
schen Preisthcorie. L. Mezey. Followed by a reply from 
Bohm-Bawerk. Unbcdeckte Banknotcn und ihre Einwirkung 
auf die Warenpreise. J. I^azourek. Neuc Liieratur iiber Geld- 
Kredit- und Bankwescn. E. v. Piiilippovitcii. A review of six 
recent volumes, several of them of an historical character. 

Jahrbucher fiir N ationaldkonomie und Statistik (Jena). 

December, 1913. Eine deuische Eiscnhahngemeinachaft. P. 
Bitter. Ueher die Ursachen der Teuerung. W. Eggensch- 
wyler. 

January, 1914. Die Stadtwirtschaft in England, G. Brodnitz. 
An historical study dealing with the period previous to the 
fifteenth century. Gctreideauafuhrvergutung und nationale 
Futterheschaffung, F. Beckmann. 

February, 1914. Die Fleischteuerungsfrage. J. Conrad. John 
Stuart Mill ala Sozialpolitiker. H. (Iehrig. Der Kur^atand 
der deutachen Staataanleihen. E. Heinemann. 

March, 1914. Bemerkungen zu dem Problem Lorenz Stein- -Karl 
Marx. B. Foldes. Die Strucktur dea Auagabenhudgeta ver- 
schiedener Bevolkerungsachichten auf grund neuerer hauahal- 
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tungsstatistiacher Erhebungen, G. Albrecht. W ohlfahrtsem- 
richtungen in Industriebetrieben Englands. K. Winkelmann. 
On “Welfare Work” amongst employees. Die Brotpreise in 
Berlin, 1913. H. Guradze. 

April, 1914. Die Reichsbesitzsteucr. G. Strutz. Continued in 
May. Neuere Literaiur iiber die Kapitalanlage. A. Calmes. 

May, 1914. Binder einfuJir in den dcutschen Territorien, insbesondcrc 
in Hessen, im 16. und 17. Jahrhundert. J. Schultze. Die 
neucste Erfahrungen mit der Arbeitslosenvcrsicherung . J. 
Feig. Die Geldkrise in Oesterreich-Ungarn. M Dub. Be- 
volkcrungscntwicldung der Vororte von Berlin, London und 
Paris seit 1801. J. Muller. 

June, 1914. Wirtschaft und Technik. K. Libfmann. Die Entwick- 
lung des Preisniveous und des Oeireidebedarfs in Deutschland 
und England in den letzten Dezennien. Statistical tables. 

July, 1914. Das chinesische Geldwesen und seine Nctigestaltung. 
H. Schwarzwald. Partly with , reference to the proposals of 
Dr. Vissering. 

Schmoller*s Jahrbuch (Munich). 

Part 2, 1914. Die Tafsachen der Lohnbewegung in Geschichte und 
Gegenwart, G. Schmoller. Deutsch-franzdsische Wirtschafts- 
beziehungen zur napoleonischcn Zeit, E. Tarle. Der Kanipf 
um des Petroleum. O. Schneider. Aus hundert Jahren 
deutscher Eisen- und Stahlindustrie. E. Keibel. 

W eltwirtschaftliches Archiv (Kiel). 

July, 1914. Wcltwirtschafiliche Forschung und Lehre. B. Harms.- 
With reference to the opening at Kiel of the Institut fur 
Seeverkehr referred to in the June issue of the Economic 
Journal. Die Tiirkei in der Weltivirtschaft. G. Herlt. Die 
internaiionale Organisation des Bananenhandcls. K. Fricke. 
Liieratur zur Theorie der Teuerung. F. Eulenberg. A review 
of recent works. Die neue deuische Liieratur uher Argentinien, 
E. W. Schmidt. 

Zeitschrift filr die gesamie Staaiswisscnschaft (Tubingen). 

Part 1. 1914. Ueber die Entivicklung der Beichsfinanzen bis zur 
Einfiihrung der ersten direkten Reichssteuern. A. Siebert. 
Sozialisrnus in Australieji. Junghann. 

Part 2, 1914. Der Kampf um die Arbcitslcistung in Australien und 
Amcrika. Junghann. 

Zeitschrift fur Socialwissenschaft (Leipzig). 

January, 1914. Neue Darstellungen der Geschichte der Volkswirt- 
schaftslehre, L. Pohle. Die Bevolkerungseniwicklung in 
Irland. F. Prinying. Continued in February. Grundbegriff , 
Aufgaben und Methode der Wisaenschaft von der Volkswirt- 
schafispolitik. W. Hasbach. Continued in February. 

March, 1914. Nutzen und Koaten ala Ausgangspunkte des mensch- 
lichen Wirtachaftens. 0. Heyn. Continued in April. 
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April, 1914. Die Entwicklung der Kinematographenwesens, 

May, 1914. Die Bedeutung dea Kriega hei den Kulturvolkern. S. B, 
Steinmetz. Continued in June. Die Preiakurve und daa 
Teuemngaprohlem, L. Glier. Continued in June and July. 
July, 1914. Die Weltwirtachaftelehr^. A. v. Waltershausen. 

Archiv filr Frauenarbeit (Berlin). 

Makch, 1914. Die internationalen ArheHerinnenachutzbDatimmun- 
gen. Judith Grunfeld-Coralnik. This opens the second 
volume of this quarterly publication. 

Giornale degli Economisti (Rome). 

May, 1914. Indici Economici. Index-numbers for the first 
quarter of 1914, calculated on the basis explained in previous 
numbers, show no decided improvement of conditions. Con- 
tinued in June and July. Del rivohio. F. Insolera. Lo voi 
hippo di Catania. E. Inclimona. Sul ''rnetodo del Wolf'' per 

10 studio della diatrihuzione dei redditi. C. Brksciani-Turroni, 

11 frumento in Italia. G. Pietra. A census of Rome before 
the Bourbon invasion; based on GnolVs Deacriptio urhia circa 
1526. L. Levi. 

June, 1914. ^^ulla Teoria economica delle criai. G. del Vecchio. 
July, 1914. II dazio aul grano — in Au stria- Ungheria. M. Alberti. 
The experience of Austria-Hungary ^iven in great fullness of 
detail shows duties on grain to have been deleterious to all 
interests except those of landowners. Aasociazione net vari 
Stafi. G. Bruccoleri. An account of agricultural co-operation 
in loading Continental States. Finanze Turche. F. Flora. 
Una manqata riforma. L. Amoroso. On Italian pensions in 
relation to insurance. 

La Riforma Sociale (Turin). 

April, 1914. Suite divergenze fra atatiatiche del movimento com- 
merciale. U. Ricci. 

May, 1914. I prezzi delle merci in Italia nel 1912. A. Necco. 
June-August, 1914. Appunti di parasaitologia economica. G. 
Prato. 


NEW BOOKS. 

English 

Alderson (A. W.). The Causes and Cure of Armaments and 
War. London: P. S. King. 1914. Pp. 17. la. net. 

[The writer holds that the irreconcilable clash of interests, which leads to war, is 
caused by difference of language, and not by differenae of race.] 

Aronson (H.). The Land and the Labourer. London: Melrose. 
1914. Pp. 290. 3a. fid. net. 

[In favour of Wages Boards and the minimum wage. With a foreword by Lord 
Henry Bentinck.] 

Ashley (W. J.). The Economic Organisation of England. 
London: Longmans. 1914. Pp. viii -1-213. 2a. fid. net. 

[“An outline history ; lectures delivered at Hamburg.” To be reviewed.] 
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Bailwabd (W. a.). Some Eecent Developments of Poor Belief. 
London: P. S. King* 1914. Pp. 46. 6d. net. 

[Reprinted from the Economic Jov/mal, December, 1912, with a postscript, 1914.] 

Bailward (W. a.). Some Impressions of the First Six Months' 
Working of Compulsory Insurance against Unemployment in 
England. The Author. 1914. Pp. 16. 

[Prepared for the Congress at Ghent.] 

Barrington (Mrs. Bussell). The Life of Walter Bagehot. 
London: Longmans. 1914. Pp. viii 4-478. 128. 6d. net. 

[To be reviewed.] 

Bibliography of Bobert Owen, the Socialist, 1771-1858. Aberyst- 
wyth : National Library of Wales. 1914. Pp. 54. Is. net. ^ 

[456 items are catalogued.] 

Bulkley (M. E.). The Feeding of School Children. London : 
G. Bell. 1914. Pp. xvi4-278. 3«. 6d. net. 

[A publication of the Ratan Tata Foundation, with an introductory note by 
Mr. R. H. Tawney. “ The author treats not only the history of the movement up 
to the passage of the Act of Parliament, but presents the experience of the last eight 
years." To be reviewed. ] 

Croce (Benedetto). Historical Materialism and the Econornics 
of Karl Marx. London : Howard Latimer. 1914. Pp. xxiii 4- 188. 
5«. net. 

[Translated by 0. M. Meredith, with an introduction by A. D. Lindsay. To be 
reviewed.] 

Cunningham (W.). Christianity and Economic Science. Tjondoii : 
Murray. 1914. Pp. 111. 28. 6d. net. 

Dawson (W. II.). Municipal Tnfe and Government in Germany h 
L ondon: Longmans. 1914. Pp. xvi4-507. 128. 6d. net. 

[To be reviewed.] 

Freeman (Arnold). Boy Life and Labour: the Manufacture of 
Inefficiency. With an Introduction by Dr. M. E. Sadler. London : 
P. S. King. 1914. Pp. XV 4 - 252. 38. 6d. net. 

[“ Based upon first-hand investigation into the lives of a number of boy-workers " 
in Birmingham, — an intensive study. To be reviewed.] 

Gaskell (T. Penn). The Coming Great Depression in Trade. 
London: P. S. King. 1914. Pp. 35. 6d. net. 

[“ Will the working classes never see the truth of the principles Mr. Joseph 
Chamberlain put before the country more than ten years ago ? "] 

Gide (Charles). Political Economy. London: G. G. Harrap. 
1914. Pp. xiii4-762. lOa. 6d. net. 

[Authorised translation from the third edition (1913) of the Coura d^J^conomie 
Politique, under the direction of Prof. W. Smart, by Constance H. M. Archibald. 
To be reviewed.] 

Goodall (G. W.). Advertising: A Study of Modem Business 
Power. London: Constable. 1914. Pp. xvii + 91. Is. &d. net. 

[By a member of the London School of Economics, with a preface by Mr. Sidney 
Webb. To be reviewed.] 

Higgs (Henry). The Financial System of the United Kingdom. 
London: Macmillan. 1914. Pp. X4-218. 68. net. 

[“A summary exposition of our financial system, its organisation, methods, and 
forms of procedure.'* To be reviewed.] 
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Hills (J. W.), Ashley (W. J.), and Woods (M.). Industrial 
Unrest, a Practical Solution : the Beport of the Unionist Social 
Reform Qommittee. With an Introduction by Mr. F. E. Smith. 
London. Murray. 1914. Pp. viii-+-39. Ci. net. 

[This pamphlet, which is the result of two years* deliberations, recommends, first, 
that ofl&cially appointed Boards should, in the case of indus*;rial disputes, publish 
definite recommendations for a settlement, though withou'j compulsory powers, for 
the guidance of public opinion ; second, a gradual extension from industry to 
industry of the principle of the minimum wage ; and third, the reorg .nisation of ^he 
Board of Trade, .a^^d tne improvement of its statistical information. The -uthors do 
not I'^ok for any important assistance from the principle of Profit-sharing.] 

Hobson (C. K.). The Export of Capital. London : Constable. 
1914. ]?p. XXV + 264. 78. 6d. net. 

[A London D.Sc. (Eoon.) Thesis, To he reviewed.] 

Hobson (J. A.). Work and Wealth: A Human Valuation. 
London: Macmillan. Pp. xvi + 367. 88. 6d, net. 

[To be reviewed.] 

Hole (E. S.) and Hart (John). Advertising and Progress. 
London: ‘‘Review of Reviews.** 1914. 5s. net. 

Jones (J. H.). The Tinplate Industry, with Special Reference to 
its Relations with the Iron and Steel Industries : A Study in 
Economic Organisation. London: P. S. King. 1914. Pp. xxi + 
280. 78. 6d. net. 

[To be reviewed.] 

Jones (L. A. Atherley) and Bellot (Hugh H. L.). The Miner's 
Guide to the Law relating to Coal Mines. Third edition, revised 
and enlarged. London: Methuen. 1914. Pp. xii + 384. 38. 6d. 

net. 

Keating (Rev. Joseph). The Drink Question. London : P. S. 
King. 1914. Pp. 106. 6d. net. 

[Catholic Studies in Social Reform, VIL] 

Kelley (Florence). Modem Industry in relation to the Family, 
Health, Education, Morality. London: Longmans. 1914. Pp. 147. 
38. 6d, net. 

[The substance of four lectures given in 1913 at Teachers' College, Columbia 
University, by the General Secretary of the National Consumers’ League.] 

Keltie (J. Scott), Edited by. The State8man*s Year-Book, 
1914. Fifty-first year. London: Macmillan. 1914. Pp. lxxix + 
1500. 108. 6d. net. 

[“Turkey and China have been very thoroughly revised and to a large extent 
re-written by the highest authorities on both countries. The constitutional changes 
in Egypt have been noticed, as have also the important re-arrangements in Nigeria.” 
Some new maps have been added, including one for the Balkans.] 

Kirkaldy (A. W.). British Shipping : Its History, Organisa- 
tion and Importance. London : Kegan Paul. 1914. Pp. xx + 655. 
68. net. 

[In the Rtational Industries series, edited by Mr. Higgs. To be reviewed.] 

Laidler (H. W.). Boycotts and the Labour Struggle ; Economic 
and Legal Aspects. London : Lane. 1914. Pp. 488. 68. net. 

[Written as a doctoral thesis for Columbia University and with reference to the 
American Labour Movement. With an Appendix, Summary and Digest of Decisions 
in Boycott and Allied Cases in the different States (117 pp.), and Bibliography (8 pp.).] 
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Lamputt (H. C). Notes on the Valuation of Real Property, 
London: Crosby Lockwood. 1914. Pp. ix + 50. 1«. 6d. net. 

[** Prepared for students who intend taking the Intermediate Examinations held 
by the Auctioneers’ and Surveyors’ Institutions.”] 

Marriott (J. A. R.). The English Land System : A Sketch of 
its Historical Evolution in its Bearing upon National Wealth and 
^National Welfare. London: John Murray. 1914. Pp. x + 168. 
3«. 6d. net. 

[Mr. Marriott approaches the Land Question “ simply as a student of social and 
economic history.” To be reviewed.] 

Mayor (James). An Economic History of Russia. 2 vols. 
London: J. M. Dent. 1914. Pp. xxxii -f 614 + xxii + 630. gle. 6d. 
net. 

[Vol. I : The Rise and Fall of Bondage Right. Vol. II : Industry and Revolution. 
“The aim of the present work is to present to English readers the main result of 
recent historical researches which have been conducted by various Russian scholars.” 
It is based almost exclusively on authorities in the Russian language. To be 
reviewed.] 

Money (L. G. Chiozza). The Future of Work. London: Fisher 
Unwin. 1914. Pp. xvii + 302. 6s. net. 

[A collection of essays “mainly devoted to phases of the industrial problem,” 
some of which have been printed before. “The paucity of output by our competitive 
system, after more than a century of production by power, is demonstrated, and an 
attempt is made to outline an industrial system calculated to yield a full harvest to 
Science while securing for the individual, albeit in an organised society, a maximum 
of personal liberty.” To be reviewed.] 

Moreland (W. H.). An Introduction to Economics for Indian 
Students. London: Macmillan. 1913. Pp. xix + 343. 58. net. 

[To be reviewed.] 

Oragb (A. R.), Edited by. National Guilds : An Enquiry into 
the Wage-system and the Way Out. London: G. Bell. 1914. 
Pp. viii + 370. 58. net. 

[The substance of these chapters appeared serially in The New Age in 1912-1913. 
The authors, “by a fusion of the essential doctrines of Syndicalism and State- 
Socialism, propound a practical solution of the industrial problem in the form of 
National Guilds. ” To be reviewed.] 

Owen (Douglas). Ocean Trade and Shipping. Cambridge : 
University Press. 1914. Pp. x-f 277. lOs. 6d. net. 

[In the Cambridge Naval and Military Series. Illustrated. To be reviewed.] 

Pelham (Rev. H. S.). The Training of a Working Boy. London: 
Macmillan. 1914. Pp. 165. Ss. 6d. net. 

[With a foreword by the Bishop of Birmingham.] 

Perris (G. H.). The Industrial History of Modem England. 
London: Kegan Paul. 1914. Pp. xix-)-603. 6s. net. 

[“ The purpose of this volume is to outline the facts and to interpret the spirit of 
the economic history of Great Britain in the last hundred and fifty years.” To be 
reviewed.] 

Roth (H. Ling). The Genesis of Banking in Halifax, with Side 
Lights on Country Banking. Halifax : F. King and Sons. 1914. 
Pp. 51. 108. 6d. net. 

[With 43 full page collotype plates and one copper plate of local Bank Notes. To 
be reviewed.] 
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Kowntree (B. Seebohm) and Pioou (A* C.). Lectures on 
Housing. Manchester: University Press. 1914. Pp. 70. 

[The Warburton lectures for 1914, delivered at Manchester University. 
Mr. Bowntree writes on “How far it is possible to provide Satisfactory Houses 
for the Working Classes at rents which they can afford to pay ” ; Prof. Pigou on the 
oritc :ia and means of attainment of a minimum standard of dwelling acoommoda< 
tion. Prof. Pigou sets out from the position that “ it is the duty of a civilised State 
to lay down certair minimum conditions in every department of life, below which 
it refuses to allow any of its free citizens to fall . . . Any man or family which fa.ls 
to attain independantly to any one of these must be regarded as a proper s-ibjeot for 
State action and treats the Housing Problem as involving a particular instance 
of this general principle.] 

Terry (Schuyler B.). The Financing of the Hundred Years' 
War. ’London: Constable. 1914. Pp. xx -1-197. ds. net. 

[In the series of Studies in Econom^ics and Political Science by writers connected 
with the Loudon School of Economics. To be reviewed.] 

Trades for London Girls ‘and How to Enter Them. London : 
Longmans. 1914. Pp. xxi-hl67. Is. net. 

f “A companion book to Trades for London Boys^ compiled by the Apprenticeship 
and Skilled Employment Association.” A Ile-issue with additions.] 

Withers (Hartley). Poverty and Waste. London : Smith, 
Elder. 1914. Pp. ix + 180. 3^. 6ci. not. 

[To be reviewed.] 

American. 

Buck (Solon Justus). The Granger Movement: A Study of 
Agricultural Organisation and its Political, Economic, and Social 
Manifestations, 1870-1880. Cambridge, Mass. : Harvard University 
Press, 1912. Pp. xi + 384. 8a. 6d. net. 

\_Harvard Historical Studies^ vol. xix. To be reviewed.] 

Chen (Shao-Kwan). The System of Taxation in China in the 
Tsing Dynasty, 1644-1911. New York: Columbia University. 
(London : P. S. King.) 1914. Pp. 118. «1. 

[Columbia University Studies,] 

Dowrie (G. W.). The Development of Banking in Illinois, 
1817-1863. Urbana: University of Illinois. 1913. Pp. 181. 90 
cents. 

[University of Illinois Studies in the Social Sciences.] 

Guyot (Yves). Where and Why Public Ownership Has Failed. 
New York: Macmillan Company. 1914. Pp. xii + 459. 6a. 6d.net. 

[Translated from the French by H. F. Baker.] 

Haig (R. M.). A History of the General Property Tax in 
Illinois. Urbana: University of Illinois. 1914. Pp. 235. $1.25. 

[University of Illinois Studies in the Social Sciences.] 

Hoag (C. G.). A Theory of Interest. New York: Macmillan 
Company. 1914. Pp. xi + 228. 6s. 6d. net. 

[“The author to whom I owe most is Professor von Bbhm-Bawerk.” To be 
reviewed.] 

McClenon (W. H.). a Compromise with Socialism: Some 
Practical Suggestions. Los Angeles, California : The Author. 1914. 
Pp. viii-H87. 50 cents. 



522 


THB ECONOMIC JOURNAL 


[SEPT. 


lluBiNOW (I. M.). Was Marx Wrong? The Economic Theories 
of Karl Marx tested in the light of Modem Industrial Development. 
New York : The Marx Institute of America. 1914. Pp. 02. 

[In reply to a work by Prof. Simkhovitch.] 

Taussig (F. W.). The Tariff History of the United States. 
Sixth edition. New York: G. P. Putnam. 1914. Pp. xi + 465. 
08. net. 

[*‘In the present edition, the narrative, which in the previous editions had been 
brought to date for the successive tariff acts, is again brought to date by adding a 
chapter on the tariff of 1913. The text of the earlier chapters, particularly that on 
the tariff of 1909, has also been revised.” Professor Taussig adds : “The industrial 
consequences of protective duties are commonly exaggerated in popular discussion. 
The new tariff will cause no disaster, and it will work no wonders ; but we #aay hope 
that in the long run it will brace and strengthen the country’s industries, and make 
it easier to frame future duties without log-rolling or manipulation.”] 

Wei (Wen Pin). The Currency P.roblem in China. New York : 
Columbia University. (London : P. S. King.) 1914. Pp. 156. 
$1.25. 

[Columhia University Studies. To be reviewed.] 

Whitten (Egbert H.). Eegulation of Public Service Companies 
in Great Britain. New York: Public Service Commission for the 
First District. 1914. Pp. 231. 

[Reprint of Appendix 9 of the Annual Report of the Public Service Commission 
for the First District, State of New York, for the year 1913. “ With supplemental 

chapters on the Boston Sliding Scale and Toronto Auction Sale and Maximum 
Dividend Plans.” “This report is devoted chiefly to an account of the supervision 
exercised in Great Britain over the capitalisation, accounts and rates of charge of 
public service companies.” To be reviewed.] 

French. 

Antonelli (E.). Principes d’Economie pure: La thdorie de 
I’^change sous le regime de la libre concurrence. Paris: Bivi^re. 
1914. Pp. ix + 206. Fr. 5. 

[Designed to popularise in France the name and doctrine of Walras. With a 
preface by Prof. Renard. To be reviewed.] 

Auspitz (E.) and Lieben (E.). Eecherches sur la Theorie du 
Prix. Paris: Giard & Bri^re. 1914. Pp. xxiii -t- 378 + Album of 
diagrams. Fr. 15. 

[Translated from the German by Louis Suret. The separate album of diagrams 
is very well produced and convenient.] 

Buelens (J.). Les Employes en Autriche : leur situation et 
leur contrat d^emploi. Anvers : Ch. et H. Courtin. 1914. Pp. 92. 
Fr. 2.50. 

Oppenheimer (Franz). L'Economie pure et TEconomie politique, 
2 vols. Paris : Giard & Bri^re. 1914. Pp. xxv -f 449 + 532. Fr. 20. 

[A socialistic treatise translated from the German by M. W. Horn and H. Stelz, 
and with k preface by Professor Gide, who observes : “ Ce qui diff4rencie le syst^me 
de M. Oppenheimer et I’autorise dans une certaine mesure dire ‘qu’il I’a construit 
Bur les fondements nouveaux avec des mat^riaux presque entitrement nouveaux,’ 
o’est qu’avant lui tons les griefs des sooialistes agrariens centre la propri^t^ se fon- 
daient sur certains oaracti^res iconomiques de la limitation de la terre . . . tandis 
que M, Oppenheimer rejette absolument tons ces vieux griefs pour ne retenir que la 
cause extra-^conomique, la cause politique de Taccaparement du sol par la classe 
gouvernante.”] 
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Decheshb (Laurent). Sconomie industrielle et sooiale. Li6ge : 

J. Wykmans. 1914. Pp. 106. 

[lutended^aa an elementary text-book.] 

DoilBans (Edouard). Le CLartisme (1380-1848). Paris: H. 
Floury. Vol. I. 1912. Pp. 426. Vol. II. 1913. fp. fOl. 

[Illustrated. To be reviewed.] 

Leeoy-Beauli’u (Pierre). Les impots et les revenues eu 
France, en Angleterre, et en Allemagne. Paris : Colin. 1914. 
Pp. 68. 

[To bo reviewed.] 

Liefmann (Robert). Cartells et Trusts: Evolution de Torganisa- 
tion ^conomique. Paris: Giard & Bri^re. 1914. Pp. vi-f265. 
Fr. 5. 

[Translated from the second Ge»’maa edition by S. Bouysay.] 

OvERBERQH (C, VAN). La * Gr^ve g4n^rale. Brussels: Misch 
& Thron. 1914. Pp. xiii + 651. Fr. 12. 

[A very substantial volume on the general strike in Belgium in 1913, by the 
author of a similar study on the strike of 1902. ] 

Pasquet (D.). Londres et les ouvriers de Londres. Paris : 
Armand Colin. 1914. Pp. 764. Fr. 12. 

[To be reviewed.] 

Roulleau (Gaston). Les Reglementa par Effets de Commerce 
en France et h I’^tranger. Paris: Dubreuil, Fr^rebeau et Cie. 1914. 
Pp. vi 1-204. Fr. 7.50. 

[Oicvrage couronni par la Sociiti de Statistique de Paris {Prix Simile Mercet). A 
statistical study dealing with bills, cheques and other negotiable instrumentB, in 
^respect of their amount, currency, geographical distribution, etc.] 

Vizioz (Henry). La question du Fid^icommis en Prusse. Paris: 
Recueil Sirey. 1914. Pp. xv-h261. Fr. 7. 

German, 

Bonn (M. J.), Edited by. Nordamerikanische Fragen. Munich : 
Duncker k Humblot. 1914. Pp. vii-f 71. M. 2. 

[Verdffenilichungen der Handelshochschule Milnchen, Heft 2. Five short papers, 
two of them by Dr. T. Vogolstein on Die amerikanisohe Industrie and Das Trust- 
problem.] 

Calwer (Richard). Das Wirtschaftsjahr 1909. Zweiter Teil : 
Jahrbuch der Weltwirtschaft. 1909. Jena: Fischer. 1914. Pp. 
403. M. 21. 

[“ Jabresberichte iiber den Wiitschafts- und Arbeitsmarkt fiir Volkswirte und 
Geschiiftsmanne, Arbeitgeber- und Arbeiter-Organisatioiien. ”] 

Eliaschewitsch (Alexander). Die Bewegung zugunsten der 
kleinen landwirtschaftlichen Giiter in England. Munich : Duncker 
& Humblot. 1914. Pp. iv-f-366. M. 9. 

[“Ein Beitrag zur Geschichte des Untergangs der kleinen englischen Landwirte 
und der Bewegungen fiir die innere Kolonisation.’* To be reviewed.] 

Eucken (Walter). Die Verbandsbildung in der Seescbiffahrt. 
Munich: Duncker k Humblot. 1914. Pp. x-f-319. M. 8. 

[Schmoller’s Stoats- und sozialwissenschaftliche Forschungen. To be reviewed.] 

Fessmann (Karl). Gelbe Gewerkvereine in Frankreich ** Syndi- 
cats Jaunes.” Berlin: Leonhard Simion. 1914. Pp, xi + 119. 

[To be reviewed.] 
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Gunthke (Adolf). Das Problem der Lebenahaltung. Leipzig : 
Teubner. 1914. Pp. 75. M. 2. 

{Vortrdge der Oehe-stiftung zu Dresden^ Band 6.] 

Guttler (Gerhart). Die englische Arbeiterpartei : Ein Beitrag 
zur Geschichte und Theorie der politischen Arbeiterbewegung in 
England. Jena: Fischer. 1914. Pp. x + 210. M. 5. 

[To be reviewed.] 

Kowallusky (Maxime). Die okonomische Entwicklung Europas 
bis zum Beginn der kapitalischen Wirtschaftsreform. Vol. VII. 
Berlin: Prager. 1914. Pp. 509. 

[Former volumes have been and this, the concluding volume, will be reviewed in 
the JoUBNAIi.] 

Le Coutre (Walter). Die Preisentwicklung in der Steinkohlen- 
gasindustrie. Munich: Duncker & Humblot. 1914. Pp. 160. 
M. 4. 

[Schriften des Vereinsfiir Sozialpolitik.] 

Mayr (Georg von). Statistik und Gesellschaftslehre. Vol. I. 
Theoretische Statistik. Second revised and enlarged edition. 
Tubingen: J. C. B. Mohr. 1914. Pp. vii + 357. M. 9. 

[The first edition was reviewed in the Joubnal, vol. v., p. 268.] 

Saitzew (Manuel). Steinkohlenpreise und Dampfkraftkosten. 
Munich: Duncker & Humblot. 1914. Pp. 429. M. 11. 

[Schriften des Vereins fUr SozialpolUik.] 

Strieder (J.). Studien zur Geschichte kapitalistischer Organisa- 
tionsformen : Kartelle, Monopole und Aktiengesellschaften im 
Mittelalter und zu Beginn der Neuzeit. Munich : Duncker & 
Humblot. 1914. Pp. xxix-f486. M. 12. 

[To be reviewed^] 

Wolf (Julius). Die Steuerreserven in England und Deutsch- 
land : Ein Beitrag zur Frage der '' Kustungsgrenzen ” beider Staaten. 
Stuttgart: F. Enke. ]914. Pp. 56. M. 2. 

[Finanzwirtschaftliche Zeitfragen, Heft 13. Directed to showing that Germany’s 
taxable reserve is greater that England's, and that England's boasted excess of 
financial strength is a “ legend.”] 

Italian. 

Bachi (E.). LTtalia economica nel 1913: Annuario della vita 
commerciale, industriale, agraria, bancaria, finanziaria e della politica 
economica. Anno V. Turin : Soc. Tip. Nazionale. 1914. Pp. xv 
+ 313. L. 5.50. 

[Published as a supplement to La Riforma Sociale,] 

Mariotti (Angelo). Della intermediazione e dei suoi rapporti 
con la cooperazione e la concentrazione capitalistica nel commercio 
al minuto. Naples: L. Pierro. 1914. Pp. viii + 144. 

Plunkett (Horace). La Nuova Irlanda. Turin: Soc. Tip. 
Nazionf^le. 1914. Pp. xv + 275. 

[Translated from the last English edition, and published as a supplement to La 
Reforma Sociale. With a preface by Prof. Einaudi and an introduction by G. 
Borgatta on II prohlema della niascenza irlandese e la nostra questione meridionale. ] 

Gobdhart (G. I. D. C.). De Cooperatieve Verbruiksvereeniging. 
Zwolle: J. J. Tijl. 1914. Pp. xxii + 85. F. 0.60. 

[Uitgaven van het Centraal Bureau voor Sociale Alviezen, x.] 
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Rt. Hon. ARTHUR COHEN, K.C. Demy 8vo. Cloth, 6s, net. Inland Pottiagt^ 4a. 
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THE ECONOMIC JOURNAL 

DECEMBER, 1914 


THE MECHANISM OF FOEEIGN INVESTMENT IN 
FRANCE AND ITS OUTCOME, 1890-19141 

It is a well-known fact that French joint stock banks (socidtds 
do credit) derive part of their income fronl their stock and share 
department : the business of selling to clients bonds and, along 
much more restricted lines, shares, is considered as a normal and 
essential feature of joint stock banking. At times, here and there, 

• managers of lo^ al branches may even devote more care and atten- 
tion to the delicate handling of clients for investment purposes 
than to other lines of their business which prove less remunem- 
tive or can be dealt with through the simple appliance of routine. 
-Low charges for the safe custody of bearer warrants, the most 
,, widespread form of security in France, hardly any charges at all 
for cashing coupons, even easy terms of discount have, more than 
once, served the purpose of securing business connections with 
clients supposed to be valuable outlets for securities on sale 
because of their saving pro{>ensities or, still better, of their unsus- 
pecting docility to abide by the banker’s advices as to the way of 
investing their money or shifting frojn one investment to another. 
In an organisation so framed — with the bond and share selling 
business at the front-^a valuable bank clerk, or even a valuable 
branch manager, is often such in his capacity a valuable 
salesman for securitieilra salesman upon whom nature ha.# lavishly 
vested her gifts of pei:suasion 'and sympathy, whilit education 

' Note by Editoi \ — This fiirticle^was written before the outbreak of war. It throws 
much light, however, on the underlying causes which left Paris in tb© summer of 
this year in a position of much less financial strength than we have been accust^ed 
to expect of her. The artli^ has not been ^fiah^ated: the author’s English,, 
though bearing some marki of a French origin* eonveys his ideas better than a 
translation would. 
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has added a finishing touch of agreeable politeness, a salesman 
to whom, perhaps, social standing, if not a chance title of nobility, 
affords the finest opportunities of successfully approaching the 
investor in a calm atmosphere of absolute confidence. From 
time to time clerks, called demarcheurs, are dispatched to visit 
clients, or possible clients, at their homes and so make them alive 
to the advantages of some particular bonds and shares, very much 
in the same manner as commercial travellers are wont to visit 
people inviting orders for wine, gingerbread, or any other sort 
of goods. 

Such overwhelming imi)ortance given to the bond and share 
department has been the characteristic of one, or two, or more, 
French joint stock banks, big or small, who now lament over 
the losses suffered by their clients. They used fondly to nurse 
their stock and share department because they made much out 
of it, and they made much out of it because the choice of securities 
was indiscriminate, except from one single standpoint : the 
margin of profit accruing, if not to the joint stock bank herself, 
at least to persons in close or intimate touch. 

Keally first-class French joint stock banks have not indulged 
in the selling of securities except of the most approved type, and 
have devoted vigilant attention to their banking business proper, 
exercising perhaps more care in the prudent selection of advances 
a;^d bills than any other set of banks in the world are used to 
do, and therefore affording an almost unequalled safety to 
depositors at the expense, so some people contend, of the economic 
development of the country at large, there being no adequate 
credit accommodation for new, risky ventures which, in order to 
live and prosper, must borrow, to some extent, on the hopes of 
a promising future. But this is not our point : the object of the 
present article is to outline the main features of the mechanism 
which has been operative in promoting the excesses and blunders 
of the Paris security market during the past few years. 

Securities are sold to the public by tt^e joint stock banks 
{socidtes de crklit) ; by the financial companies {banques 
d'ajfaires) ; by private financial firms ; and also by syndicates, 
home or foreign, who may act independentl]|^of any of the French 
joint stock Ijanks or financial companies, the services of unofficial 
brokers, i.c., brokers of the outside market (coulissiers or, to use 
a less familiar term, ''banquiers en valeurs*') being, in this case, 
largely resorted to. Some rare but notable instances have occurred 
when the official brokers, i.e., brokers on the floor of the Stock 
Exchange {agents de change) have been actively engaged in 
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selling, at a special profit for themselves, a given block of 
securities. 

The joint stock banks sell bonds and shares through the net- 
work of their branches, thanks to their direct and personal contact 
with clients. If the block of bonds or shares of a certain descrip- 
tion to be disposed of by a joint stock bank at one time well 
inside the buying capacity of clients, for the time being, the ‘ser- 
vices of the financial Press are not needed , whilst, on the 
contrary, the helping hand of the financial Press (financial 
papers, financial sections of daily political papers, weekly 
or monthly magazines) is most welcome when bonds or 
shares are to be sold on • the market l)y a financial com- 
pany, a private financial firm or a syndicate. Plowever, the 
most eloquent and impressive exhortation of a financial paper is 
not always worth half as much as the solid grip of a French joint 
Slock bank clerk on his French client. Thus it has been con- 
tended, rightly or wrongly, that, in some instances, joint stock 
bank clerks have been bribed by other parties, and so induced to 
saddle the clients of their firm with bonds or shares from a totally 
different source and of a totally different merit, too. Each time 
the treacherous practice has been discovered, or suspected, the 
.unfaithful clerk has been, very likely, turned out, but new men 
perhaps have always been found available for new temptations. 

By whatever means it may have been conducted, the security 
selling business has been growing up at a very great rate during 
the last decade or so. The capital increases of the great joint 
stock banks {sociMs de credit), however, are no evidence of this, 
since such increases can be accounted for by the necessity of 
keeping pace with the expansion of normal banking business, 
whilst the special bond and share department ought not to require 
much extra capital. The great joint stock banks are indeed 
supposed never to take up firm any large block of securities, 
especially if the securities are of a somewhat risky nature and 
not in evident harmony with the natural tendencies of their own 
clients ; they are supposed, rather, to take up options on successive 
slices or to ^Tl, on commission for the account of the financial 
company (banque d'affaires), or private financial firm, or syndicate 
which acts as a wholesale merchant, selling through a giant 
retailer, the SociHS de Crddit, It is the capital increases of the 
financial companies (failing similar indications concerning private 
financial firms and syndicates) which afford the simplest clue, if 
not of the actual progress of the bond and share selling business, 
at least of the organised efforts accomplished in this direction. 

N N 2 
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Aggregate figures of paid-up capital and reserves (less real estate) 
for the principal Paris financial companies (Banques d’ Affaires) 
have increased 193 per cent., say from 216 to 637 million francs, 
during the fourteen years from January 1st, 1900, to January 1st, 
19141 


Designation of Bank 
in 1914. 

Banque de Paris et des 

Pays Bas 

Banque de 1’ Union Pari- 
sienne . . 


Paid-up Capital 
and Reserve less 
Real Estate. 
Jan. 1, 1914. 
Francs. 

234,139,858 

130,687,685 


Designation of Bank or 
of any constituent Bank, 
subsequently absorbed, 
in 1900. 


Banque Parisienne 


Paid-up 
Capital and 
Reserve less 
Real Estate 
Jan. 1, 1900. 
Francs. 

86,789,591 

19,381,723 


Banque Fran^aise pour le 
Commerce et ITndustrie 

66,941,052 ' 

f Banque Internationale 

1 de Paris 

1 Banque Francais de 
t L' Afrique du Sud 
f Office des Rentiers 

Soci4t6 de Credit Mo- 

48,311,021 

85,834,698 

1,600,000 

Credit Mobilier Fran^ais 

90,146,208 

1 bilier 

Compaguie Fran^aise de 
Mines d’Or et d’Ex- 
, ploration 

6,000,000 

13,122,720 

Credit Algerien 

Caisse Commerciale et 

14,471,976 


9,771,835 

Industrielle 

Soci^t^ Centrale des 

Banques de Province ... 
Credit Fran 9 ais 

18,342,288 

31,818,415 

50,917,253 

>> 

1,200,000 


Totals ... 037,464,730 


216,911,688 


More workmen means more work achieved ; but you can 
put it the other way round : more opportunities for work calls 
into existence more workmen. So the present French financial 
companies were called into existence or enlarged. 

' Amount carried forward considered as a reserve fund. Amounts credited to 
the respective reserve funds according to appropriation account of the balance of 
profit and loss for the fiscal year last closed. Special remarks concerning certain 
banks as follows : the part of the Fonds de jpr^voyance of the Banque de Paris 
et des Pays Bas belonging to Directors is not included in this table. Figure for 
the Office des Bentiers is only approximate : we have entered the figure for which 
the Ojjfice des Bentiers was taken over by the Credit Mobilier Franqais when this 
latter Company was formed in 1902. Figure for the SocUU de Credit Mobilier only 
approximate : we have entered the figure for which the SocieU de Credit Mobilier was 
taken over by the Credit Mobilier Fran^ais when this latter Company was formed 
in 1902, assuming that it represents a more correct valuation than the figure of 
17,392,615 francs arrived at by the usual compilation of the balance sheet at 
December 31st, 1899 (the debit balance of Profit and Loss being in this case 
subtracted from Capital and Reserves). Figure for Caisse Commerciale et Industrielle 
on January Ist, 1900, only approximate : we have entered the figure of the nominal 
capital. In the case of the Soci6U Centrale des Banques de Province there exists, 
over and above the paid-up capital, a balance of capital subscribed but not paid up 
amounting to 75 million francs : this is the only instance amongst the companies 
recorded in our table of capital subscribed but not paid up. 



1914] MECHANISM OP POBEIGN INVESTMENT IN PRANCE 529 


Of the four absolute systems imaginable for providing a 
security ^narket v^ith its yearly diet of securities — viz., a network 
of joint stock banks actively engaged in financing and fostering 
national industry and the national export trade; a network of 
private financial firms ; a network of undervvriting syndicates 
being continually shaped out of various capitalistic elements just 
for the little time of a transitory life ; a network of joint stock 
financial companies (Bavqucs d* Affaires ) ; — this last system is the 
one which plays the principal part as regards the French security 
market. The underwriting syndicates pass away ; it belongs 
to their nature to pass away , the clanger of financial com- 
panies, for the market, arises, at times, from their very per- 
manence ; they have to pay their way all the time by means 
of a cx)ntinuous flow of securities ; they have to depend for their 
living, for the maintenaDce of their general charges and of 
a decent rate of dividend upon the one single bond and share 
industry. But why maintain or increase the dividend in defiance 
of the interest of clients and of the public, since such a result can 
only be achieved, at certain junctures, through the selling of 
becuriiies which will, in after times, stick like thorns in the finan- 
cial flesh of the clients or of the public? Why? W'hy are angels 
, themselves now and then liable to be tempted? When a finance 
company puts through a bond or share deal, he who makes the 
most money is not always the shareholder, nor even the generality 
Cyf directors, nor even, perhaps, any of the nominal directors. It 
is someone, some unknown one, who is something in or about the 
company. The unostentatious profit-maker is not he whose busi- 
ness it is to pay the bill when the day of reckoning comes ; he is 
as unreservedly optimistic as he is unostentatious. Why maintain 
or increase the dividend? Because the credit and standing, and 
consequently the business ix)ssibilities, of a finance company 
hinges to some extent upon the rate of dividend. On the other 
hand, some people who happen to be shareholders in the company 
would fain sell their shares at a good price : if only dividends 
went up ! This is all very well, but to juggle rashly with millions’ 
worth of securities may pave the way to some dismal personal 
responsibilities. Certainly, on the board and in the ranks of the 
staff of a finance company everyone’s neighbour may have to 
bear upon his shoulders heavy responsibilities for blunders, but 
everyone’s neighbour turns out to be no one. Otherwise with 
private financial firms ; with them the principle of responsibility 
is to some extent effective, and, moreover, no such inducements 
exist, as in the case of Finance Companies, to swell profits at 
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all cost, despite intrinsically adverse conditions in the world’s 
markets : the firm’s standing is independent of the rat^ of profit 
which is at all times kept secret ; the partnerships are not parcelled 
out in shares, they are not on the market, they are not for sale, 
they do not require to be boomed. With joint stock banks of 
the German type, acting as principal providers for every line of 
securities, soberness of mind may originate from a sense of identity 
between the permanent interests of the country and the real 
interests of the banks themselves. In short, finance companies 
may not be always the most healthy mediums to keep a market 
alive with new securities. As an instance, quite an army of trust 
and finance companies cropped up on the London market during 
the Mexican and South American fever, preparatory to the crisis 
of 1890 ; true it is those trust companies were not meant to sell 
securities to the public, they were meant simply to hold Latin- 
American or other securities on account of the public, to disguise 
such holdings under the veil of their own debentures and shares, 
to make them appear safer by dint of spreading the risk. 

The out-pouring of securities on the French market during the 
five years 1909-1913 was enormous ; it exceeded somewhat the 
rate of 1905-1 906 — when the Bourse enjoyed a spell of prosperity 
prematurely closed by the American crisis of 1907 — and much 
more the rate of 1899-1900 — when the preceding well-defined 
business boom occurred — being above by perhaps 50 to 100 per 
cent. However, to the spectator of the day, the rate of 1899-1900 
appeared abnormally high, being three times, six times, and twice 
the rates of 1892, 1893, 1897 respectively, the leanest years of the 
decade 1891-1900. But again the rate of 1889-1890 was above the 
rate of 1899-1900, and approached the rate of 1905-1906 and the 
rate of 1909, that first, still timid and lingering, of the five years 
1909-1913, which stand out as a period of great business pros- 
perity through the whole economic system of Europe, embracing, 
besides the colonies, Japan and Latin America : in 1889-1890, the 
preceding heroic cycle of Latin- American finance had culminated. 

If the recent years have, in common with years 1889-1890, a 
South American tinge, they have, in common with the extravagant 
French business boom of 1881-1882, great real estate activities : 
according to the last annual report of the Credit Fonder de France, 
the joint stock company invested with the privilege of loaning 
money on real estate, the balance of loans in that company’s 
books increased more during the year 1913 than during any other 
individual year since 1882. Building trades were correspondingly 
very active. Magnificent wine crops, coupled with high prices 
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for wine, had set land and town property speculation ablaze all 
through the years 1910, 1911, 1912, 1913 in Algeria. Good work 
has been proceeded with too, in the way of setting up metallurgical 
plrnts and other factories on the European soil ol France, whilst 
important betterments of the Paris city transport facilities were 
under way. In short, a purely domestic business boom may I e 
said to have been characteristic of the last two years in hrance : 
during each of the years 1912 and 1913 ^he amount of French 
securities — including French colonial securities and the securities 
of French companies abroad — issued or listed on the French 
market was perhaps about equal to the amount of foreign securities 
issued or listed. That is a very high proportion : the usual pro- 
portion of French to foreign securities issued or listed may perhaps 
not be more than one-third or one-half, or even less. The existence 
of a purely domestic business boom side by side with the foreign 
boom yvas also conspicuous in i899™]900, causing, in 1900, the 
amount of French securities irisued or listed to be about equal to 
the amount of foreign securities ; but 1905 and 1906 were years of 
a purely foreign boom on the Paris market. 

Now the 1909-1913 boom has passed away. However, appar- 
ently, the big flow of securities always outlives a business boom. 
The French experience of 1891 and 1901, when the issuing and 
listing of securities still reached the high-water mark, although 
the business boom was over respectively in 1890 and 1900, had 
given a hint of the fact which the experience of the day does 
not contradict : in point of issuing and listing securities on the 
Paris market the first half of 1914, after the business boom had 
ended, kept pace very nearly with the first half of 1913, when the 
business boom was still in process. 

The general trend of new securities sold yearly on the French 
market being thus outlined, we cannot help reflecting that we 
know very little, after all, of what the real figures should be. If, 
on the one hand, the figures for French securities, including 
French colonial securities and the securities of French companies 
abroad, can be pretty accurately arrived at, the figures for foreign 
securities, on the other hand, are open to several kinds of mis- 
representation. In the first place, a large body of French in- 
vestors have been, rightly or wrongly, supposed, from fear of 
an exaggerated and unfairly assessed income tax, still to come, 
to accumulate foreign security holdings on deposit in banks 
abroad. It is understood that such easily scared investors not only 
buy foreign securities, but buy them on foreign markets and 
re-invest the income exactly in the same way and manner, so 
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that not a cent of such moneys is ever heard of any more within 
the boundaries of France. On the face of this, the amount of 
money invested yearly by the French would appear to be grossly 
under-estimated if it were not for two countervailing influences, 
the net result being to the effect that, on the contrary, current 
estimates of French savings, annually invested in securities, are 
in all likelihood very much above sober truth. Now, what about 
the countervailing influences? A block of foreign securities has 
been offered for subscription on the Paris market ; the statistician 
has no choice but to record the whole block as having been taken 
up by the Paris market, although the same block of securities 
may have been simultaneously offered on other markets. Where 
have the securities gone? The range of doubt is even greater still 
with securities merely listed on the Paris market. To what extent 
has the French public been tempted into buying? Often syn- 
dicates, or the companies themselves, when they get shares 
listed on the Paris market do nothing more than court a mere 
chance. The shares stand at a magnificent premium, and they are 
a good bargain — for the seller. The possibilities of a broad local 
market with attending speculation have to be held out to the 
French public as an inducement to come in : the listing of a large 
amount of shares is heralded. The French investor is expected 
to make good all expenses with an enormous extra profit to the 
company or promoting syndicate. And so is it sometimes, 
but oftentimes the new investment meets with no success 
or very little success at the hand of the French in- 
vestor ; the honest public stands aloof. But in the eyes of the 
statistician, that blind-born accountant, the public entered the 
ring, and the bulk of French savings annually invested in foreign 
securities stand at a much exaggerated figure. Worse still, the 
figures are overrated in a measure highly variable from year to 
year, so that no adequate comparison is possible between the 
figure of one year and that of some preceding or ensuing year. 
Perhaps at the height of a boom, when the crisis is already loom- 
ing ahead at no immeasurable distance, the statistical figure of 
annual French takings of foreign securities is more misleading, 
more overrated, than for a while before. Shares, generally, stand 
at a level of very inflated values; accordingly, foreign syndicates 
and companies are over-anxious to sell shares to the French, and, 
for the same reason, the French, too, are apparently over-anxious, 
although not to the same extent, to buy the shares. At such 
moments the Paris price list is well nigh swamped with newly 
listed foreign securities, and the percentage of discrepancy 
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between the amount of new foreign securities listed, i.e., 
offered, and the amount of new foreign securities really taken up 
grows to a maximum. The discrepancy, in all likelihood, declines 
to a minimum, and perhaps dwindles to a meio nothing when 
business and prices the^ world over are at their lowest ebb. This 
is no time for foreigners to think the French well worthy of buying 
their snares, so the listing in Paris of new foreign shares is prac- 
tically at a standstill, except when capital is really wanted and 
sure to be obtainable almost exactly to the extent of the shares 
listed. Then statistical figures are correct? Yes, if cheap money 
following in the wake of low business conditions does not attract 
the listing of big foreign loans. 

A second cause tends undlily to magnify the figures oi annual 
French savings invested in foreign securities, \gainst the foreign 
securities bought from foreigners there is a set-off — the foreign 
securities sold by the French t foreigners. Now, the French 
investor, to a large extent, buys and sells according to the advices 
tendered to him by his financial advertis^Ts. The financial adviser 
advises to buy according to the personal advantage he draws from 
the transaction ; he advises to sell anything that the client is likely 
to sell most willingly and in the greatest |>obsible quantity. What 
is indeed the object of the adviser when he advises to sell? He 
is not directly interested in the sale, he is only interested in the 
sale in so far as it will provide the biggest possible amount of 
liquid funds to assist in buying exactly the kind of stuff which 
he wants to be bought. Therefore, he gives the lead to his client 
as far as buying is concerned, he follows the lead of his client 
as far as selling is concerned, because in so doing, in adding the 
weight of his approval to the natural tendencies of his client, 
he is bound to make much more headway. Such practices may 
be the reason why, at times, the French resell to foreigners large 
quantities of foreign securities which they ought not to resell, 
while they buy with the money derived from the sale large quan- 
tities of new foreign securities which they perhaps ought not to 
buy. And the statistics gravely record that the French have 
bought enormous amounts of foreign securities during the year. 
Yes, possibly, but it does not follow that they have added so 
enormously to their net holdings of securities, or that they have 
got hold of the right path to grow quickly richer : if it is a bad 
thing to buy advised securities, it is no better to sell when one 
feels most inclined to sell, which usually occurs in forlorn markets. 

The mistake of statistical figures be what it may, the fact 
remains that during the years 1909-1913 the French have in- 
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vested exceptionally large sums in securities. So much about 
the quantity, what about the quality? 

We may well overlook the securities that do not make people 
uneasy just yet — nobody thinks of his limbs when they are sound. 
What, then, do we find? 

Bonds of two Yankee companies, the St. Louis and San 
Francisco and the Missouri Oklahoma, responsible for a loss of, 
may be, several millions sterling, the usual contingent of shares 
in mining companies with English-sounding names, variously 
intended for winning gold, copper, or some other metal, and 
uniformly listed on the Paris market at specially arranged prices, 
are less representative of the period than the four following items : 
investments in Argentina, Brazil, ‘Eastern rubber plantations, 
Mexico. 

Of the thousand million francs, the aggregate amount of 
French investments in Argentina, according to Mr. Eugenio 
G-arzdii,^ mortgage companies (Credits Fonciers) securities repre- 
sent some 425 millions, banking shares 115 million francs — half 
of which stand for shares in a foreign banking company, only 
released to the Paris market at substantial prices — and 375 mil- 
lions are represented by bonds and shares, mostly bonds, of two 
railway companies, comparatively new concerns brought out for 
the dangerous purjx)se of under-bidding traffic from very old estab- 
lished British companies entrenched behind formidable bulwarks 
of wealth and experience. Mr. Garzon’s figures bear the date of 
March, 1911 ; for all we know, at the time they were perhaps 
too high, on account of the difficulty of estimating the amount 
of securities purchased as distinct from the amount of securities 
listed ; and equally, it may be, that Mr. Garzon’s figures are now 
too low, on the basis of cost price that is to say : since March 1911, 
new supplies of Argentine securities have been forthcoming ; it 
would be no wonder, as an instance, if the French mortgage 
holdings now exceeded materially the above 425 millions, 
without making any allowance for mortgage cedillas of the 
Province of Buenos Ayres, large quantities of which were bought 
from time to time during the past few years. Nearly the whole 
of the mortgage holdings, a majority of the bank shares holdings, 
the whole of the securities of the two young railway companies 
above referred to, are acquisitions of the last decade. 

Of the Brazilian securities held by the French, representing, 
according to Mr. Alexis Caille,^ a par value of some 4 thousand 

^ Eugenio Garzdn : UAnUrique Latine — R^publique Argentine. Paris : Bernard 
Grasset, editeurs. 

2 Alexis Caille : Le Bresil et la commandite Fran^aise. Paris : N. Martin, editeur. 
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million francs, about five-eighths, namely 2^ thousand million 
francs, h§,ve beer piled up during the lart ten years : at quota- 
tions ruling by the end of March, 1914, the thousand million 
francs, par value, did not stand for quite If thousand million 
francs, actual value. This points to a loss oi f thousand million 
francs. How? Has such a big amount of money been lost? 
By no means. The amount of securities held by the French 
is necessarily over-estimated, as explained above ; in the 
second place, the securities, as a rule, were offered to the public 
below par; in the third place, no doubt, the Paris middlemen 
had the securities at an inside price quite materially lower than 
the price paid by the public. A remarkable item is the item 
“harbour and transport securities” Onainly guaranteed), all of 
them purchases of the last ten years : as against a par value of 
1,250 million francs, the actual value by the end of March stood 
at only 694 millions. The mortgage companies {Credits Fonciers), 
half a dozen in number, also offsprings of tlie last decade, with 
an aggregate par value of 169 millicus, include the Banquc 
Hijpothccaire et Agricole de VEtat d'Espirito Santo/' which has 
defaulted, on June 1st, 1914, although still in its tenderest 
infancy : the money derived from the issue of bonds, to the 
extent of about 40 million francs par value, has been apparently 
distributed amongst various concerns of the most surprising char- 
acter, whilst hardly any mortgage loan business has been con- 
ducted at all, with the result that the only line of defence to 
fall back upon is the guarantee of the impecunious state of 
Bspirito Santo originally given to the bonds. In the case of the 
Brazil Railway the French public candidly paid enormous amounts 
of hard cash for that modern product of financial distillation, 
water, or, as we say in French, taking our image from a more 
frivolous element, wind. This mistaking of wind for hard cash 
is not, however, a distinctive feature of the French investor's 
mentality as operating in Brazil. What, then, did the French 
investor in Brazil more especially overlook? He overlooked the 
fact that so many individual States in Brazil, so many different 
credit merits ; the fact that a railway or harbour is not entitled 
to the promised guarantee for certain until the entire construction 
has been finished within the prescribed time limit and in com- 
pliance with specifications : the fact that Governments without 
financial training are apt to promise more in the way of guaran- 
tees than they can conveniently perform, the burden of the 
guarantee being in their eyes not an immediate and therefore 
not a definite burden ; the fact that a market entering at one 
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time upon too many important new undertakings in a given 
country, say Brazil, runs the risk of lacking a suf&ciept number 
of high-spirited and enlightened capitalists to weather the bad 
times, and nurse and feed the new unproductive undertakings 
into the fulness of their age and productivity. 

Mistakes ! — Slight mistakes, after all ! The basic mistake of 
the French public as regards Brazil has been to have faith in 
supposed immediate prospects of extreme brightness. Business 
began to look up in Brazil when the first real rubber boom 
occurred, that is in 1899 ; the unprecedented rubber boom of 1910 
was an incentive to the flooding of the French market by hap- 
hazard Brazilian securities at a time when, on the contrary, a 
movement ought to have been started gradually to withdraw 
capital from Brazil. Did not the 1910 rubber boom illustrate 
that period of dear rubber which gave birt;h, all at once, to the 
enormous Far Eastern rubber-planted area, of which the output 
could henceforth be foretold with a probability akin to the certi- 
tude of astronomical prediction? A spell of tarnished splendour 
for Brazil could henceforth as clearly be inferred from the pros- 
pect of waning prices and waning outlets for the second Brazilian 
staple, rubber, as a spell of brightened splendour might have been 
inferred some twelve years before from the first brilliant achieve- , 
ments of automobiles pointing to such enormous new outlets for 
rubber. 

At the same moment that the French were more and more 
busily engaged buying Brazilian securities they were also buying 
British and Dutch rubber shares at top or nearly top prices. In 
1910 115,000 preferred and 185,000 ordinary Malacca shares were 
introduced on the Paris market at prices, respectively, of 438 and 
428 francs : ordinary now stand below 100 francs. The capital 
disbursements arising out of the Malacca shares introduced in 
1910, on the basis of the introduction price, was 129,550,000 
francs. How much of this amount was really paid by the French 
cannot be elucidated. The Malacca was not a solitary instance of 
the ruinous bargains then made by the French public : plenty of 
other rubber propositions, although individually not of the same 
magnitude, were introduced on the Paris market. And so, once 
more, the Frenchman has to sit down and sadly reflect that 
French inventions, as a rule, turn against the interests of 
France. In this particular case the French have invented the 
automobile ; the prosperity of rubber ensued, and it so happens 
that France will be found to have lost hundreds of millions of 
francs as a buyer of Brazilian securities coupled with Eastern 
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rubber shares I Then what’s the use for a nation of having, 
with her lieart and brain, promoted half the progress of humanity 
in science, art, and literature, in short, in human life since the 
beginning of the Christian era? 

Ii) may be added that the money lost on rubber shares was, 
from a certain standpoint, more utterly loiit than money lost in 
Latin- American securities. Nowand then, out of the money paid 
by the French for Latin-American securities, some stray French 
machinery was ordered, or some stray Frenchman employed. Out 
of the money paid for rubber shares nothing French was ordered 
and no Frenchman employed. 

The mistake that allured, the French into Brazilian securities 
and rubber shares was an arithmetical mistake : so many acres 
planted had to produce, after a while, so many pounds of rubber. 
The mistake that allured the French into Mexican securities was 
double, political and monetary , £X)litical, because it was pre- 
posterous to suppose that a country which had so long indulged in 
the 8ix)rt of revolutions could do away for ever with its national 
sport, thanks to the magic and everlasting energy of a single 
man, President Porphyrio Diaz; monetary, because when the 
French were so actively engaged in buying Mexican bank shares 
and, to a lesser extent, Mexican industrials, some signs of over- 
expanded credit, forerunner of a possible future crisis, were already 
visible ; monetary also because the slender gold fund accumulated 
at one time could hardly be supjxised, even in perfect peace, to 
withstand a severe economic shock, unable, therefore, to confer 
upon the paper dollar a really permanent gold value which would 
warrant the comparatively low rate of interest which the French 
were only too glad to derive from their newly acquired Mexican 
investments. The movement to buy Mexican Government 
bonds may be said to have started in 1904, or thereabouts. 
National railway bonds with the Government guarantee were 
also bought in due course. The movement to buy Mexican 
bank shares, started in 1905, was rampant in 1906, and went 
on until the Paris market had finished buying out all the 
Mexican joint stock banks, big or small, local or central, 
indiscriminately and at indiscriminate prices, not very much 
in advance of the day when the Porphyrio Diaz Government 
was overthrown. On the top of it all came, in 1910, an absurd 
gambling mania in Mexican mining shares, mainly Mexican gold 
mines, though other mines also attracted public enthusiasm ; a 
single gold mine, the Dos Estrellas , falling from 828 francs in 
1910 to 160 francs in 1914, meant enormous losses to the French 
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public, as the capitalisation fell from 207 million francs, when the 
public was buying, to 40 million francs, when they had bpught, and 
when the reef, after having been promisingly good, had become 
treacherous. No wonder, with such investment methods, if the 
percentage of money finally lost upon money invested in Mexico 
during the last ten years turns out to be greater in the case of 
France than in the case of other capitalistic nations : civil war 
is not alone to be blamed. 

The enthusiasm for Mexican securities had an excuse : the 
remarkable success of some Mexican concerns, one bank, the 
National Bank, sundry industrial or mining concerns — initiated, 
more or less, by the French. 

Figures may be presented, as follows^ : — 


New French Investments in Mexico {Millions of Francs) entered upon, say, during 

the Last Ten Years. 

Amount in 1914 
Amount in 1910 on the basis of 


on the basis of price on Falling 

average price April 30th off in 

in 1910. 1914. Value. 

State loans 694 402 192 

Railways (guaranteed) and Tramways 227 120 107 

Banks and Mortgage Companies 264 79 176 

Dob Estrellas Gold Mining Co 207 40 167 

1,282 641 641 


Old Investments {Millions of Francs). 

Amount Amount Falling off 

in 1910. in 1914. in Value. 

Aggregate 749 461 298 


The falling off on new investments can properly be termed a 
loss, since new investments have actually been paid for at prices 
not very different from the average prices ruling in 1910, the last 
full year of President Porphyrio Diaz’s term of office. The falling 
off on old investments, quite to the contrary, is not a clean loss 
of French capital : 1910 prices represented in several instances 
a huge profit on the initial cost price. For instance, although 
securities of the National Bank of Mexico, that ringleader of 

^ Dos Estrellas is partly an old French investment ; on the other hand,* the 
aggregate of old investments, as given, includes a certain percentage of new invest- 
ments. To frame our statement, we have supposed, fictitiously, that the amount 
of old investments wrongly included under the item “ Dos Estrellas was equal to 
the amount of now investments wrongly included under the items “ old investments, 
aggregate.’" 

Figures relating to Mexico are mostly drawn from the pamphlet Nos revendica- 
tionSf la fortune Franqaise au Mexique, nos pertes^ published by the Ligtis de difense 
des inUrits Francis au Mexique. Paris : 18, Rue de Paradis. 
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old French-Mexican investment, declined from a market value of 
269 ,875, 009 francs in 1910 to a market value of 109,675,000 francs 
on April 30th, 1914, ':he buying of the shares of the National Bank 
of Mexico has very likely proved tolerably good business for the 
Frencn. 

With the usupl remark that estimates of Fren<^b holdings and 
consequently of French losses are apt to be exaggerated, we will 
conclude our account of French capitalistic experieuces in Mexico. 

It suddenly broke in upon the public that the Mexican civil 
war was by no means an insignificant episode ; that quite a crisis 
was developing in Brazil, and somtdhing like a crisis in Argentina ; 
that rubber was a drug, and. finally that they had been losing 
hundreds and hundreds of millions of francs on some of their pet 
investments of the few last years. 

On the other hand, countries which had been accustomed for 
some time to draw large sums from France each year, against 
securities sold, and who were able, tlianks parti}' to that circum- 
stance, nicely to adjust their balance of indebtedness with the 
outside world, felt very ill at ease when tl‘3 Paris market recoiled. 
The standstill in the sales of bonds and shares of mortgage loan 
companies, not to speak of bank shares, was felt especially as a 
severe blow ; such sales being used to bring in net cash, most 
agreeable to speculators, real net cash without any deduction for 
imported building material, supplies, or the salaries of foreign 
employees, as is so often the case with securities floated abroad 
by the Government, or railway companies, or industrial com- 
panies. Eoughly estimated, the absorption of Argentine and 
Brazilian securities by the French market, since 1909, has been 
as follows (in millions of francs) ^ : — 


Year. 


Argentina. 

Brazil, 

1909 


227 

219 

1910 

. « . . ••• 

524 

463 

1911 


664 

296 

1912 


98 

210 

1913 



118 

306 


Two or taree at least of these figures may be too high, as, 
for example, the Argentine figure for 1911, which may be unduly 
sw^ollen by a large Argentine State loan wholly credited to the 
French market, although other markets may have taken up part 
of it ; or again, the Argentine figure for 1913 on account of shares 
offered to the French public but eventually declined. 

1 All our figures of securities issued or listed on the Paris Market are taken from 
VEconomiste £urop4en. Statistics similar to those of the Economiste J^urop^en 
but started a few years later are to bo found in Lc Rentier. 
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Perhaps, amongst other features, the feverish character of tlie 
recent capitalistic mood in France will be, best of all, efnpha^iseid 
by the mania for shares of foreign banks, and shares and. bonds 
of foreign mortgage companies (credits fanciers) , which .nhave 
been pouring into the Paris market with unexampled faJtJity.. 
The foreign banks existed, and it was only a matter of impofl^ng 
the shares, but the crHits fanciers had to be created on purpSffe : 
they were termed banques hypathecaire when, for a given countey, 
one or several crSdits fanciers being already in exii^ence, a hew 
label had, perforce, to be attached, evidently not so catching as 
the one ideal label, “credit fancier/^ but catching, nevertheless, 
on account of some sort of family likeness. So crddits fanciers, 
brand new, were to be seen in all sorts of young and promising 
countries. Outside Mexico, Brazil, and Argentina, securities 
have been issued by a Banque Hypathecaire for Chile, a Cridit 
Fancier for Cuba, a Caisse Hypathecaire for Canada, another one 
for Egypt, a Credit Fancier for Servia, and by the Credit Fancier 
d' Orient, supposed to embrace nothing less than the whole Balkan 
Peninsula and Asiatic Turkey, with their respective possibilities 
not to speak of some other bordering countries ! 

Little did the French investors think of the enormous risks 
entailed by banking in a booming new country ; of the fluctuating 
value of agricultural lands and town plots ; of the fanatic specula- 
tion on both ; of the discreditable machinery making the price of 
solid ground something so very volatile. Little did they realise 
that loans are an asset less likely to survive after |a severe crisis 
than railway or harbour undertakings built up on their own 
commercial merits. 

The French investor only thought of the Credit Fancier de 
France, of which the bonds, aggregating an enormous sum, are 
very widely disseminated, an exceedingly conservative concern 
in an exceedingly conservative country; he thought, too, of those 
old-established companies, “le Credit Fancier d'Autriche'* and 
Credit Fancier d'Egypte*'; with little knowledge of things 
outside ; he did not suspect that the same words, credit fancier, 
the very essence of what is reputed to be safe, could designate 
things so different, as fickle in such and such an instance, as 
in other instances they are solid. And so the success was assured 
of the newly-born-somewhere-oversea-CV^dit Fancier, that most 
representative type of the French investment boom, 1909-1913. 

It must strike one that a boom with such a feature repre- 
sentative of it must have been unmistakably a popular boom. 
And so it has been : the poorest people just with savings to the 
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tune of a few hundred or a few thousand francs have been dis- 
covered resting, as safely as though upon gilt-edged securities, 
upon securities, if not wild-cat, at least akin to the witd-cat. 

As far as the public is concerned, the 1909-1912 investment 
boom has been perhaps the most widespread ever seen in 
France. 

If all classes of the public partook in the losses, numerous 
were the banking and financial firms who partot.'k in the responsi- 
bility for the losses : nearly all the financial companies ; one of the 
three leading joint stock banks ; quite a number of private pro- 
vincial banks, which had formerly refrained from selling to clients 
risky foreign securities. Hardly an} episode has been more 
characteristic of the financiar developments of the last few years 
than the foruiation in 1904 and the rapid growth of what has 
b&ome the Societe Ccntralc des Banquc de Province^ working 
hand-in-hand with its sister company, the Caisse Commerciale 
ct Industrielle ; the SocieU Ccntrale des Banques de Province^ 
turned out to be a regular purveyor of foreign securities for sale 
on commission at the service of j^^^ctically all the French pro- 
vincial banks, linked together for the purix)se — quite a new^ 
departure ; an imtx)rtant section of the contingent of associated 
provincial bonks, how’ever, were distrustful and only joined in the 
fray with prudence, discrimination, and scepticism. 

The diagnosis of the 1909-1913 investment boom is, at the 
same time, a diagnosis of the crisis that ensued. Extraordinarily 
grave, some people would say. Why? For the past twenty-five 
years the Paris market has lost money more than once, and should 
have grown accustomed to it, as to a matter of common practice. 
Somewhat before the Baring collapse, the Paris market, stirred 
at last by the British example, began to realise the merits of 
Argentine and Brazilian securities, too late, j>erhap8, to secure 
the profit, too early to avoid the loss. According to what may 
be an idle tale, a cleverly engineered emigration of Portuguese 
^ State bonds from London to Paris took place just a little time 
before the collapse of prices, discounting the default, which became 
an accomplished fact towards the middle of 1892. Hundreds and 
hundreds of millions of francs were lost by the Paris market, to 
the credit of London, in 1895, when the great gold-mining boom, 
coupled with a boom in nitrate shares, occurr^^l; large sums were 
also lost to the credit of Brussels and St. Petersburg, when, in 
1900, the boom in Eussian industrials had to be liquidated — not 
to speak of the capital annihilated at the time in two iron and 

' Organised partly in the style of a Oo-operative Society. 
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steel works newly started by the French on the Eussian soil, the 
one utterly, the other momentarily unsuccessful. 

So it is that the 1909-1913 boom and its consequences belong 
to an uninterrupted series of similar facts, only different from 
each other in some outward forms and, to some extent, in 
importance. 

From what ijermanent reasons did such permanent conse- 
quences follow? 

That easy sympathy, that belief in the good faith of fellow- 
men, that leaning towards enthusiasm, that artistic and literary 
genius which renders the French so prone both to generalise and 
to study facts and figures in detail with loving care, have been all 
taken unfair advantage of by rascals and by their sophisticated, 
oral and written, financial literature. Properly used, the same 
qualities have been very successful in a number of isolated in- 
stances ; thanks to them, amongst other achievements, the Suez 
Canal has been dug, the magnificent aluminium ^ mining industry 
built up. There is no reason why, some day, with proper training 
and organisation, the same qualities should not bear their natural 
fruit in the shape of a very powerful system of sound and 
constructive finance. 

Marcel LABORDkRE 

^ Aluminium, as far as I know, lias been discovered by a French scientist, the 
process for winning it evolved by another French scientist, and, industrially as a 
producer of the metal, Franco still keeps at the front. 
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Life of Walter Bagehot. By bis Sisteti-in-TjAW. Mrs. Russell 

Barrington. With portraits and other illustrations. 

(London. Longmans. 1914. Pp. viii + 178.) 

As stated in the preface, ibis book appears thirty-seven years 
after the death of Vv'alter Bagehot. Most of his political friends 
have long since been dead, and llui letters they may have pre- 
served in their lifetime are no longer forthcoming. Bagehot 
himseir always destroyed any letters ho received, except those 
from his parents, his father-in-law, James Wilson, founder of the 
Econotfiist, and Richard H. Hutton. Eor various reasons, from 
1860 to his death in 1877 few of these letters passed, and “hence 
'the biographer’s best material ceases many years before Bagehot’s 
death.” The sources that remain iire his articles in the Economist 
(in general two every week from 1859 to 1877), jiersonal reminis- 
cences, and a ])iary kept by his wife, Mrs. Barrington’s sister. 
The limitations of the materials, and the lapse of time since his 
death, must be remembered in reading this Life, 

Readers of this Journal must also remember that the bio- 
grapher has not written her book solely, or even mainly, for the 
benefit of economists — ev|3n the chapters with economic titles, 
“Lombard Street” and “Economic Studies,” are only partly 
devoted to the works named. Of new material of a purely 
economic character there is very little, and that little chiefly of 
personal interest, e.g., an account written by Lord Welby of 
Bagehot’s invention of the Treasury Bill. Lord Welby writes 
under date October 5th, 1912 : “In former days when I was at 
the head of the Finance Branch of the Treasury, I made the 
acquaintance (a privilege which I value highly) of Mr. Walter 
Bagehot. The machinery of our financial system is complicated, 
and Mr. Bagehot is the only outsider who had thoroughly 
mastered it. Indeed, he understood the machine almost as com- 
pletely as we who had to work it. . . . Chancellors of the Ex- 
chequer attached great weight to the opinion of Mr. Bagehot, 
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especially Sir Stafford Northcote, who consulted him on several 
occasions. In 1877 Mr. Bagehot rendered great financial service 
to the Government by devising a new form of security which 
enabled the Treasury to borrow quickly and on favourable terms.” 
There follows a technical account of the Treasury Bills and a 
judgment on their great success. “They have not only met 
ordinary emergency demands, but they have stood the strain of a 
great war.” Lord Welby’s technical account may now be supple- 
mented by reference to the recent book of Mr. Higgs, The 
Financial System of the United Kingdom ^ which for the first 
time enables the public at large to have an accurate idea of the 
system. The most striking thing about this invention of Bagehot 
is its simplicity, and simplicity was one of the characteristics of 
Bagehot ’s genius. Another contribution of an economic character, 
which is also mainly of interest on its personal side, is the history 
of Stuckey’s Bank (p. 50-57), the bank with which Bagehot and 
his father were so long connected. This is an excellent example 
of the development of a private bank and its amalgamation with 
others to form a joint stock bank. Its notes had the largest cir- 
culation next to the Bank of England outside London, and it is 
on record that Stuckey’s notes were sometimes preferred to those 
of the Bank of England. The moral of both of these instances is 
that Bagehot had a first-hand knowledge both of high finance and 
of practical banking. 

The present biography is not mainly economic for two reasons. 
The first is that Bagehot in all he wrote was so eminently clear 
that his contributions to economic science have long since become 
part and parcel of the ordinary stock of knowledge. In the 
Postulates of English Political Economy we find, for example, 
that Political Economy, dealing with matters of “business,” 
assumes that man is actuated only by motives of business. We 
find also that the words used in economics must be interpreted by 
the context, and definitions must be construed according to the 
interpretation clause given by the context. Dr. Marshall, who 
wrote a preface to the edition of the Postulates of 1885, with the 
view of commending the work to students, has made these ideas 
familiar in his own Principles. The fact remains that little new 
in economics is to be gleaned from the present Life, partly 
because the harvest of Bagehot’s sowing had long since been 
reaped and gleaned. But another and more vital reason is that 
after all Bagehot was not only or mainly an economist, though 
no doubt through his wider interests he was all the better as an 
economist. 
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One or two references may be given in support of the conten- 
tion that* Bagebot was only partly, and not even mainly, an 
econumist. Sir Robert Gi^en wrote of him : “So far from be- 
coFi^ing absorbed in economic science as he gre.v^ olJer, though 
his later writings happened to be almost all economic, Bagehot to 
the last gave me the impression of only passing through one 
mental stage, which, being passed through, he would again leave 
political economy behind” (p. 7). Mr. Hutton, in bib Metnoir 
(quoted p. G), wrote : “I have felt somewhat unreasonably vexed 
that those who appreciated so well what I may almost call the 
smallest part of him, appeared to know so little of the essence of 
him. To those who heard ohBagehol only as an original political 
economist and a lucid political thinker, a curiously false image 
must be suggested.” Commenting on these opinions, Mrs. 
Barrington writes in her introductory chapter : “I believe that 
before the end Walter Bagehot Vvas reverting tc earlier grooves of 
thought, and that had he lived he would have included in his 
future writings a class of subjects and impressions which charac- 
terised many of his earlier essays, in the days before life had 
become choked with business. He was getting impatient, J 
think, of having to devote his best energies to matters from 
which religion, poetry, and art were excluded.” Giffen was for 
some years Bagehot’ s assistant editor on the Economist, Hutton 
(of Spectator fame) was his closest friend from youth up, and their 
testimony is confirmed in the fullest detail in the present biography. 
Not only were Bagehot ’s intellectual interests of a very wide 
range, but he was a man of very remarkable personality. He was 
of imagination all compact, but the force of his imagination was 
governed and illuminated by the sense of reality. 

Bagehot himself ^as a great believer in the power of per- 
sonality. In the three-^olumed political economy which he had 
designed (of which fh e Postulates was a fragment of the first part) 
he proposed to devote one volume to lives of the great economists. 
This part of his work would have been of special value, not only 
because Bagehot had wonderful skill in the delineation of 
character, but also because this aspect of political economy, 
especially in recent years, has been so much neglected. A know- 
ledge of the actual life and character of any one of the great 
economists would have saved many a reader and writer from a 
false interpretation of his works. In the present volume examples 
are given incidentally of this power of characterisation, and of 
the consequent exposure of popular fallacies. At the age of 
twenty, when a student at University College. London, Bagehot 
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and his intimate friend, Hutton, used to “fly about London” to 
any gathering where they had the chance of hearing Cobden 
speak. That was about 1846, the year of the repeal of the Corn 
Laws. About twenty years later Bagehot wrote in the Economist 
the character sketch of Cobden that is quoted by Mrs. Barrington 
(p. 379 sq.). Describing the personal effect of Cobden on the 
audiences he addressed in the agricultural districts, Bagehot says : 
“The people were much confused. They could not believe the 
Cobden they saw to be the Mr. Cobden that was in the papers. 
They saw a sensitive and almost slender man of shrinking nerve 
full of rural ideas, who proclaimed himself the son of a farmer, 

. . . who was most anxious to convince everyone of what he 
thought the truth, and who was almost more anxious not to offend 
anyone. . . . He excited a personal interest — he left what may 
be called a sense of himself among his professed enemies. They 
were surprised at finding that he was not what they thought ; 
they were charmed to find that he was not what they had ex- 
pected ; they were fascinated to find what he was. The same 
feeling has been evident at his sudden death. Over political 
Belgravia — the last part of society Cobden ever cultivated — there 
was a sadness. Everyone felt that England had lost an indi- 
viduality which it could never have again. . . . He was a sensitive • 
agitator. He never spoke ill of anyone. He arraigned principles 
but not persons.” There is also a sketch of Mr. Gladstone, 
written on the occasion of his great Budget speech of 1860 (p. 
292 sq.). Gladstone had been much impressed by Bagehot’s 
writings, and the year before this article he had sought his per- 
sonal acquaintance. There was every reason, ^rom the point of 
view of personal and journalistic influence, why Bagehot should 
have adopted the language of unadulterated eulogy. But he did 
nothing of the kind. On the contrary, nevM- were the weaknesses 
of Gladstone’s personality better portrayed. '‘The sequel is note- 
worthy. “If Bagehot was courageous, Mr. Gladstone was gener- 
ous in view of this outspoken criticism of himself. After receiving 
from my sister ( Bagehot ’s widow) the volume of reprinted essays 
which contained it, he wrote : “Some of the articles are not new 
to me. I remember feeling, and I still feely how true the article 
on myself is in the parts least favourable to my vanity, . . . Un- 
doubtedly your husband was a man of most remarkable gifts and 
a not less excellent faculty for embodying the results in literary 
form” (p. 298). * 

Bagehot— the Man — as revealed in this biography, is the best 
explanation of Bagehot the writer. It was said that his genius 
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was not duly recognised during jfciis lifetime. This is not true of 
the few who were competent to judge — e.g. in finance, Gladstone 
and Northcote ; in literature, Lords Morley and Bryce — but it was 
true of the ordinary economist and the ordina:> reader. One 
principal reason was Bagehot's modesty which pervaded all his 
life on all sides. He made light of his own achievements — he 
never posed — he was perfectly callous of undistinguishing praise. 
'‘This modest attitude which he took with regard to his writings, 
and the effect they produced on the public, was wont to be 
adopted by those who knew him intimately.'’ Bagehot did not 
advertise himself — quite the contrary ; and therefore even some of 
his intimates thought that [.>erhaps there was not much to adver- 
tise — they took the man at Ids own apparent valuation, and did 
not allow for the personal error of his modesty. Another reason 
why to Bagehot ^vas not assigne.d his true W'Cight as a great 
writer on economics, is to be found in his greatest merits, namely, 
the extraordinary clearness and freshness of all his writings. 
They read as if they were the rc'sult of rapid improvisation — so 
easy, so intelligible, that they could liave cost no real effort to 
|>roduce— -and so fresh that they seemed quite natural. Take 
Lombard Street, “a description of the London money market,** 
the latest and perhaps the best example of his genius. Every 
fact in the book (except the history) was already well known to 
the bankers and the city men of the day, and since the history 
was true, that also was known, if not to business people, to the 
readers cjf the history of banking. Even his pro]X)sals for banking 
reforms were not absolutely novel — as lie said in his first contri- 
bution to the Economist “in dealing with banking absolute 
novelty wmuld scarcely be a recommendation ” — and he did not 
propose to pull down thp Bank of England and build a greater. 
Yet the book was, and is, as fresli as is the month of May. Fresh- 
ness w^as so remark^le in Bagehot that one is tempted to look 
for the causes. How comes it after eighteen years of constant 
waiting in the Economist — rouglily two articles a week — that the 
bloom is not rubbed off? How comes it that when he died at 
the age of fifty-one his writing was fresher than ever? One 
reason, no doubt, was that, as he said of another, “his mind was 
a spring and not a cistern ’* ; that is to say, he had natural genius, 
and not only the genius that comes from labour, though his labour 
was tremendous. But two other reasons may be advanced. 
First, Bagehot was always a living writer. He liked to exchange 
ideas with living people. “All the facts of life, all his feelings 
and ideas, were lit up with a keen apprehension of it, for though 
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he was a voracious reader he studied life through contact with life 
rather than from books. . . . Ideas he felt must be taken at first 
hand; they must be inspired by contact with living creatures, 
living interests, genuine sympathies, genuine feelings; not diluted 
with human thought, human prejudices, as they are prone to be 
when conveyed through books” (p. 5). 

With Bagehot, theory was never allowed to get out of touch 
with business, and in mid-life his business was to be “a supple- 
mentary chancellor of the exchequer” (to both political parties), 
and the chronicler and the judge of the leading men and the 
leading events of his time. And Bagehot knew both the men and 
the events at first hand. 

The second reason for his perennial freshness was that he 
had — again to use a term he ap))lied to another — “an exi>eriencing 
nature ” — he had always a growing mind — a mind open to a great 
variety of experiences. “Live and let live” was his guide, not 
only in ordinary social arrangements, but in the conflict of ideas 
and modes of thought and kinds of learning. He was so fresh in 
his economic and political writings because he was so keenly inter- 
ested in other things. This breadth of sympathies and this wide 
intellectual outlook is seen from the beginning. He was a pre- 
cocious child and a precocious youth. Fortunately, however, he 
was born (1826) in the country and brought up with country 
tastes. His boyish letters are rather old-mannish — he was always 
in front of his years — but he could climb trees and ride, and, above 
all, he became absorbed in the natural beauties of his home in 
Somersetshire. Part of his mind — a large part — was always 
Wordsworthian, and one of the finest things he ever wrote — one 
pf the best contrasts in literature — is his comparison of Words- 
worth and Lord Jeffrey, the poet *the Edinburgh reviewer 
(p. 222-4). But even in poetry he was not a^lover of Wordsworth 
only. It is told of him when a boy of thirteen that in a fit of 
depression he found solace in reading Shelley, for whom all his 
life he had the greatest enthusiasm. One of the best illustrations 
of Bagehot’s love of poetry is given in the fact that on the 
occasion of his first severe illness, when he was at the height of 
his activity, he dictated to Mrs. Barrington his articles for the 
Economist y and in the intervals she read to him his favourite 
poetry. 

In reading for his degree in London University he was recom- 
mended to take up both classics and mathematics, but eventually 
he turned to what was then called “intellectual and moral philo- 
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sophy (including political economy),” and in this branch he took 
the gold .medal for the London M.A. He was a devourer of 
history of all kinds; he spok'^ Fiench and German; he was 
called to the Bar, though he never practised and lisliked what he 
thought the cramping effect of legal practice , he was much inter- 
ested in the origins of civilisation as investigated by "Maine and 
Lubbovk ; and in the words of Lord Bryce (p. 34) '*I'hysi:s and 
Politics was forty years ago almost a voyage of discoverj for most 
English readers.” Lastly in this enumeration, which is far from 
complete, of the breadth of his qualities, Bagehot was always 
deeply religious, and, withal, orie of the most cncerful and witty 
of mortals. By descent he was conn^^cted with both the Cavalier 
and the Pin itan, with the country gentleman and the banker. 
The Cavalier came out in his unfailing courtesy, in the large sense 
of the courtesy of chivalry ; the Puritari in his absolute regard for 
truth and the common moralities. Though one of the most prac- 
tical of men in high finance and journalism, in private life “all 
was conscience and tender heart.” it has been said that all men 
of genius derive their exceptional qualities from the mother. 
Bagehot’s mother w^as a woman of great beauty and personal 
charm, and, as her letters show, of the most lively intelligence 
and broad S3mipa4hies — one of the good women of the great writers 
of history. Unfortunately, she w^as doomed at intervals to verify 
the fact that great wits are near allied to madness, and to the 
end of her long life these recurrences could not he avoided. At 
these times she received from her son the most loving and lovable 
consideration that can be imagined. He used all his genius to 
try to follow her in her irrational wanderings. A strange 
affliction, for at other times his mother was absolutely unaffected 
by her malady, and would even speak of it quite calmly. When 
she died, at the age of eighty-four, it was a great shock to 
Bagehot, and his grief was increased because he thought some 
people might think he would regard it as a release. It was the 
knowledge that at any time he might be called on to console his 
mother in her affliction that always shaped Bagehot’s under- 
takings. He would do nothing and accept no ix>8t that would 
interfere with this first duty of his affections. Such a man was 
Walter Bagehot, the Ek^ardian economist. In reality he was 
much nearer Adam Smith, who wrote inter alia an essay on the 
affinities between Poetry, Dancing, and Music, and a Theory of 
Moral Sentiments that is very like Bagehot’s. 

A careful reading of this biography cannot fail to interest the 
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economist who can take broad views. Mrs. Barrington has done 
her work extremely well, though perhaps the book, ap a book, 
would have been more effective if some parts had been com- 
pressed or omitted. But anyone who gets interested in the subject 
will not regret even this fault. What everyone will regret is 
that Bagehot’s life was not extended so as to furnish his biographer 
with more materials. He died at the age of fifty-one. 

J. Shield Nicholson 
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The Land: The Report of the Land Enquiry Committee, Vol. 11., 

Urban. (London : Hodder & Stouglitou. 1914. Pp. xxxi + 

726. Price, paper, Is. net; cloth, 2s. net.) 

The names of the Commiltee are given on the title page as 
follows : — A. H. ])yko Acland (Chairman), C. Roden Buxton 
(Hon. Secretary), E. Richard Cross, Ellis Davie;-*, De Forest, 
E. G. Hernmerde, J. Ian Macpheison, B. Seebohm Rowntree, 
R. vVinfrey, with J. St. G. Heath as Secretary, R. L. Reiss as 
Head Organiser of the Rural Enquiry, and H. E. Crawfurd as 
Head Organiser of the Urban Enquiry. Presumably they all 
agreed, with the exception of Baron de Forest, whose views are 
expressly said not to “coincide with those of the other members 
of the Committee.” The rural and urban parts of the inquiry 
were apparently never intended to relate to tlie same things, as 
we are told that the Committee was appointed by “the Chancellor 
of the Exchequer” (“Mr. Lloyd George” would, I think, have 
been more accurate, the inquiry being unofficial) to obtain “an 
accurate and impartial account of the social and economic con- 
ditions in the rural parts of Great Britain,” but of the “nature 
and working of the existing systems of ownership, tenancy, and 
taxation and rating of land and buildings in urban districts and 
the surrounding neighbourhoods, and their effect on industry and 
the conditions of life.” The quaint title. The Land, gives the 
key to this curious arrangement : in the country “the land” is 
supposed to dominate everything, and therefore the Committee 
could be directed to inquire into everything, while in the 
towns it was allowed that there might be some evils which could 
not be ascribed to the laws of England and Scotland in relation 
to land. 

But even so the “urban” part of the Committee’s task is one 
of stupendous magnitude, and it would not have been surprising 
that the “urban” volume should have run, as it does, to over 
700 pages, even if it had been well arranged and concise, which 
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it certainly is not. It is divided into four parts, “Housing,” 
“Acquisition of Land,” “Tenure,” and “Eating.” It -would be 
natural to expect Tenure to come first in an account of the 
“nature and working of the existing systems of ownership, 
tenancy, &c.” ; the arrangement adopted is doubtless due to the 
fact that the “Tenure” part is the dullest of the four, and to 
the belief that an atmosphere unfavourable to existing systems 
could best be created by beginning with a lurid account of the 
bad house accommodation to which the less well-to-do people 
of the country have to submit. 

The first chapter of this Part I. insists at great length on the 
fairly well-known facts that large numbers of persons are ex- 
ceedingly ill-housed, and that this, like bad feeding and bad 
clothing, is bad for them and also, indirectly, for others. The 
second chapter asks why the legislation which has been passed 
on the subject has “not actually solved the housing problem” 
(p. 6, cp. p. 45), a phrase which shows a touching confidence 
in the efficacy of statute law such as seems to have prevailed in 
parts of the Middle Ages. After enumerating reasons which are 
numbered (a) to (/i), the writers arrive suddenly at (fc), “perhaps 
the most weighty of all the reasons why the Acts are not fully 
put into force,” namely, “shortage of alternative accommodation.” 
The housing problem, in fact, has not been solved because there 
are not enough good houses ! Theoretical economists doubtless 
arrived at this conclusion a long time ago, without leaving their 
proverbial armchairs, but it will be gratifying to them to have 
their opinion confirmed by the more laborious methods of a 
political committee. Their satisfaction will be increased when 
the Qommittee proceed to remark, just like an economic text- 
book, “the poor go short of house-room just as they go short 
of other commodities ” (p. 59). They might have added that as we 
are all more or less poor, we all go more or less short of house- 
room, but the want of house-room gets gradually greater and 
greater the poorer we are, till at last the poorest of all have to 
put up with a seat on the Embanlonent. 

I can see no reason why a committee, however anxious to 
find something wrong with “The Land,” should not have frankly 
accepted this explanation of the “shortage of houses,” so far 
as the demand side of the question is concerned. Every value 
is dependent on supply as well as demand, and so the fact that 
people can get plenty of house-room, and good house-room too, 
if they can pay the price, in no way stands in the way of inquiry 
why the present price is what it is and how it may be lowered. 
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But the Committee at this point turn aside and spend a great 
many pages in a perfectly futile attempt to prove that there is 
an “unsatisfied demand for houses on th^^ part of working-class 
households willing and able io pay an economic »‘cnt t.e., a rent 
representing a sufiicient return upon the capital m vested to make 
house-building remunerative, assuming the site to have been 
acquired or leased at the normal market value for tlie district** 
(p. 59). 

An unsatisfied demand of persons willing to pay a remunerative 
price under ordinary conditions is always iK'cornpanied by an 
actual price in excess of a remunerative price, which excess en- 
courages supply. If there is an unsatisfied demand for houses by 
persons who are able and willing to pay remunerative ^^rices or 
rents, the actual prices or rents must be in excess of what is re- 
munerative, and the reader consequently expects the Committee to 
proceed to endeavour to prove either that liouse-building or house- 
owning is more remunerative than otlier investments, or that 
land for building is sold or leased at more than the market value. 
But there is no hint of any such attempt. The Committee seem 
not to understand their own proposition, as they calmly proceed 
as follows immediately after the passage just quoted : — “If in 
any given locality there are working men regularly employed, or 
having a definite pros})ect of regular employment, who, with exist- 
ing transit facilities, cannot obtain suitable houses near enough to 
their work to enable them to reach it without unreasonable cost 
or fatigue, at rentals within their income, then there is in that 
locality a genuine shortage of dwellings. Unless some such 
definition is agreed upon, discussions on the ‘house famine’ are 
apt to lead only to confusion and misunderstanding.” It is truly 
amazing that eleven persons could make themselves responsible 
for an attempt to avoid confusion and misunderstanding by mixing 
up a shortage of houses, in the sense of houses not being forth- 
coming, although people were able and willing to pay a remunera- 
tive price for them, and a shortage of houses in the sense of houses 
not being iorthcoming for all the people who would be glad to 
live in a particular locality “at rentals within their income.” 

Not an atom of evidence, or even of tittle-tattle, is brought 
forward to show that house-building or house-owning for the 
working classes or others is more remunerativti than other busi- 
nesses, nor that sites can only be obtained at more than “the 
normal market value for the district.” All that is adduced is a 
large number of tiresome reports from various places to the effect* 
that more houses of quite unspecified size and quality, and there- 
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fore of unspecified cost, could easily be let at various rents under 
10s, a week. There is not even a bare allegation that Jt would 
be even ordinarily remunerative to provide these houses. Some 
of the quotations ..from reports illustrate quite comically the 
capacity of the Committee to see that every silver lining has its 
dark cloud: “HAKTLEPOOL (Population, 20,615; decrease, 
9*3 per cent.) — The decrease in the population of the borough is 
largely due to the fact that the decent class of workmen demand, 
and rightly, clean, wholesome houses, and at present we are unable 
to supply their wants.” In the absence of any statement that 
evictions and demolitions have taken place, anyone less deter- 
mined to be miserable than the Committee would be inclined 
to think that a decrease of 9‘3 per cent, in the population of a 
particular small area indicated improvement in housing condi- 
tions. In the same space nine persons are less overcrowded 
than ten. 

“The population” is throughout a kind of fetish to the Com- 
mittee. It is something which is to be accommodated in a par- 
ticular locality at no matter what cost, the restraining influence 
of a want of houses being entirely removed by the organised force 
of the inhabitants of the whole national territory. There is to 
be a “permanent supply in every locality of enough suitable 
dwellings to meet the needs of the population ” ; authorities are 
to “see that adequate and sanitary housing accommodation is 
provided for the working-class population employed or reasonably 
likely to be j>ermanently resident within their area” (p. 113). 
It apparently never occurs to the tbmmittee that “the population ” 
of an area is a thing which depends upon many different circum- 
stances, among which is, and ought to be, the cost of housing 
it there. If the Committee could succeed in persuading the State 
or some misguided group of philanthropic millionaires to provide 
adequate accommodation for the working-class population em- 
ployed, or reasonably likely to be permanently resident within 
the area, at “rentals within the income” of working-class people, 

I have no doubt that in fifty years or less they could increase the 
population of almost any small town with a railway station in 
the middle of England to a million. Certainly no one can doubt 
that the population of Liverj)ool, of Birmingham, and still more 
of London, would be immensely greater than it is if only some- 
body would provide adequate accommodation for the working 
classes at rentals within their incomes. The Committee are 
aware that “private enterprise has hitherto erected about 99 per 
cent, of the working-class houses in the country, providing 
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annually about 18 million pounds’ worth of such houses ” (p. 99). 
They 'havf apparently never given a thought to the question why 
these houses have been erected in one place rather than another, to 
say nothing of the question ho<v far the distributiojj, has been a 
good one. They are content to propose measures which would 
destroy the existing control without putting anything in ils place. 

Fortunately, useful practical suggestions are often made by 
people whose fundamental position .is quite unsound— inde ed, :f 
it were otherwise the world could scarcely carr^y on. But the 
Committee do not seem particularly successful in th:s. One of 
the causes of “the present acute shortage,” we are told, is the 
Finance (1909 10) Act, 1910, though “it has been a much 
less important factor in checking the supply of houses than 'nany 
of our informants quite conscientiously suppose ’ (p. 83). .Another 
is the recent increase in the cost of building ; and a third, very 
.strangely, is “inability to secure higher rents. While houses 
cost more to build, it is not possible to obtain an afipreciably 
higher rent for them.” The reader .cannot heip feeling that if 
the rents had been much higher, the Committee w'ould have found 
that an irrefragable proof of acute shortage; but as rents are not 
much higher, that will do for a cause of shortage. Eestrictive 
by-laws are nientioned, and local authorities blamed for them, 
though everyone with any experience of local government from 
the linside knows that the restrictive by-laws all came from 
Whitehall, though Whitehall is now anxious to shuffle off the 
responsibility. The effect of the boom in trade is curiously 
misunderstood. Thq Committee believe that a boom could only 
increase the demand for house-room in “industrial centres,” 'hs 
if they thought that a greater demand for houses can only come 
from an increase of population, and not also from an increase 
of means. To the suggestion that when people are better off 
they ask for and are ready to pay for larger and better accommoda- 
tion, the Committee would doubtless reply that the working 
classes were not able to pay more because the rates of wages 
had not risen sufficiently to cover the rise in the prices of other 
and more necessary commodities. But this argument is based 
on the vulgar confusion between rates of wages and earning. 
The boom did, in fact, by better employment and overtime, give 
the working classes incomes more than sufficiently increased to 
meet the increase of prices, and in any case if house rents did 
not rise as much as other prices, this would appear to indicate that 
houses were less acutely short than other things. Moreover, the 
Committee’s sharp distinction between a demand for working- 
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class house-room by the working class and a demand for house- 
room by other classes is obviously quite untenable. There is no 
sharp line either between the classes or between the houses ; the 
working classes are continually invading whole districts formerly 
occupied by non- working-class people, and even the reverse process 
is not unknown, as in Broadway (Worcs.) and Chelsea. 

It is curious the Committee should have rqade no attempt to 
discover the actual remunerativeness of investment in working- 
class houses, since the probability is that it is really on the average 
somewhat above that obtainable on other home investments. Such 
houses are ‘'undesirable property” to the well-to-do, resf>ectable 
investor. He does not like exacting small pa3rments from persons 
poorer than himself, and he feats the obloquy involved in being 
a “slum-owner.” Thus the business of providing this want is left 
to a class of persons with a few hundred i)ounds each, who cannot 
own enough property in different Localities to eliminate risk, and 
who therefore collectively get a higher return than would be 
necessary if the property were held by wealthier people. Some 
of them can no doubt give individual and intelligent attention to 
their property, and this tends to economy; but everyone knows 
that large quantities of this small property are constantly falling 
into the hands of incompetent widows and minors, with disastrous 
results in dilapidated and derelict houses. The situation would 
be much improved if there were more people to whom an addi- 
tional quarter per cent, would be sufficient compensation for the 
odium of “slum-owning,” or if this odium could be lessened by 
an improvement in public opinion, or escaped by come corporate 
orfknisation which would siand between the sensitive investor 
and his ill-inf ortned critics. Alterations in the law doing away 
with the antiquated privileges of the landlord, and at the same 
time making it easier for him to get rid of bad tenants, would 
also help. 

I have left myself no space to deal with the other parts of the 
Eeport. They are not so feeble as the Housing Part, but the 
reader will be tired by the repetition involved in saying everything 
once, and then saying if again in the form of “summary of 
conclusions and recommendations.” Taking it altogether, it 
seems likely that the Land Committee will be classed by the 
historian of the future along with its model, the Tariff Commission. 
The orthodox Koyal Commission seems to have little to fear 
from its unofficial competitors. 


Edwin Cannan 
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The Future of Work, and other Efisayff. By L. G. diiozza 
Money. (Boiidon : T. Fiijlier Unwin, 19M. Pp. xvii + 302. 
Price Gs, net.) 

Mr. Chiozza Money combines in a rare degree the power of 
lucid and accurate handling of statistical material with a real 
boldness and breadth of constmctiYe outlook. His latest exj^osi- 
tion of his attitude towards the problems of poverty and %/ckk is ^ 
therefore worthy of all attention. 

His view, as expounded in the two first essays of this book, 
is broadly that the problem of iX)verty has already been poten- 
tially solved for ris by physical science, but that its solution is 
frustrated in [>ractice by the wastes and follies of our competitive 
system. With regard to the first proposition it may be suggested 
that Mr. Money never furnishes sufficient evidence for his 
optimism. He is inclined to neglect altogether, or at most to 
treat as a mere temix)rary backwasli, two of the mos^ significant 
economic facts of the present day — that filling up of the virgin 
soils of the world which is reflected in the almost continuous rise 
in recent years of the relative values of agricultural as compared 
with industrial products ; and the gradual working-out of those 
capital resources of heat-energy stored up in the form of coal and 
oil which have alone rendered possible the astounding achieve- 
ments of the last century and a half. Physical science has enabled 
us to exploit natural resources known to exist but hitherto in-^ 
accessible, and to live upon our capital of power : and we share 
Mr. Money’s faith in its ultimate victory. But those who are 
most entitled to speak on its behalf are not at the moment among 
the most forward in guaranteeing its power to furnish unlimited 
plenty even to the most laborious and highly-organised society 
This criticism however, if valid, only lends force to the intfict- 
ment of waste containedi m Mr. Money’s second proposition. 
From an analysis of the Census of Production he concludes that 
out of our whole population only million adult males are 
No. 96.— VOL. XXIV. p p 
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actually engaged in ♦^he work of material production, and that 
the sum of the n^Bt outputs of agriculture, mining apd manu- 
facturing amount iiO little more than half the whole national 
income. (It should be*noted in passing that the statement that 
this means an income of only £25* per head gives a misleading 
impression, sin#e if tiiS valutfl of transpoist, retailing, ^public 
services, &(f. , is to be omitted, their cost musUalso be omitted in 
estimatihg the purchasipg-power of money.) Mr. Monej^i<*clearly 
right in emphasising the enprmous waste of ehetgy and resources 
in comp^ tilive advertiBetnent mad and in *be multiplication 
of inlldlemeh and retail agencies. For the rest, we have his 
assurance that he is not guilty of any heresy about produc'^ve ’’ 
atiS “Unproductive’^ labour; but itds surely rither sweeping' to 
diSfmJis the whole population of the* City of London, “from mer- 
chant to clerk, from shopkeeper to girl typist, from stockbroker 
to l^ommissioU agent, from banker to office-boy, from lawyer to 
dOolkelper,” as an army of parasites*, Kor does he ever hint 
that it is only a relatively wealthy commufiity that cto afford to 
employ so large a proportion of its members in the provision of 
transport and amusement and education and ptt)lic service. 

As to the future, Mr. Money, like Mr. G. Wells, looks 
forward to a system of industrial conscription, under which no^ 
man will escape his share of manual work, Ad every man will 
be free to devote his ample leisure to intellectual pursuits, sport 
or idleness, according to his tastes. It would be useless to pretend 
that Mr. Money’s picture of the Great State is entirely clear 
or convincing ; but threatened as we are by the Collectivist 
Bureaucrats on one side and by Mr. Taylor and his profit-hunting 
management experts on another, we cannot but be grateful for 
the insistence upon the immense price paid for material progress 
in the loss of versatility and fullness of life, both among those who 
are condemned to, and those who are exempt from, manual toil. 
It is worth considering very carefully whether the excesses of 
militarism among the ^‘cultured” classes which bid fair to wreck 
the world to-day, are not due largely to the fact that war is almost 
the only process which brings them into touch with those hard 
physical realities for which the most black-coated of us has an 
innate subconscious yearning. 

But it is all surely a question of how far we are rich enough 
to forgo the manifest economic advantages of the division of 
labour. If Mr. Money is right in his assumption of the potential- 
ities of unlimited plenty, the sooner we unspecialise ourselves the 
better : otherwise we must be content to wait a bit before we can 
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afford to substitute the enthusiastic amateur for the whole-timer, 
either in coal-mining or in bpsiness management and intellectual 
research. But that is no reason for delaying the extermination 
of parasites. $ - 

The remaining essays in.4he volume are of unequal interest 
and merit. Thtre%is an excellent^^^nd instructive account of the 
work accomplished under the Trade Boards A^, and vigorous 
polemics against Tariff Reform and the Singl# Tax. In his 
discussion of . agricultural wages, Mf. Money adopts the rather 
perilous position that diffeiCTce^ <rf efficiency are entity an effect 
and not a cause of the differences of wages in different counties, 
whiq^ are due solelyi to difffrences in nropinquity to CQa^mines. 
With regard to tlie rising price-level, he regards the large voWlAe 
of credit compared with goM money as sufficient proof 4lla# lie 
influence of increased gold^prodtctiou "has been'lbdlatively small, 
and does not consider how^ an increase of gold, by sweHirtg brfhk 
reserves, may be expected to make its effect feli through the 
medium of a credit e^oncmy. 

Mr. Money’s argument is punctuated with rather childish 
attacks ujKon certain shadow^y beings cJtilled “the economists of 
the chair,” whosi appear to earn a discreditable livelihood by 
teaching, among other thing8,'thal capital is “unwasting and 
indestructible,” and that the sole importance and value of land 
lie in its qualities of natural ‘'fertility.' It would have been better 
if he had been at some pains to discuss tvhat certain economic 
writers really do say about the nature of capital and land. In liis 
essays on taxation, for instance, he does a real service in pointing 
out how small has been the increase in Government expenditure, 
whether for naval or social pur2X)se8, compared %ith the increase 
in the national income ; but he never attempts to meet the real 
fxjsition eiMier of those who advocate economy or of those who 
advocate differential treatment of incomes derived from lAd. 
Like most Socialists, he is so convinced that the State could 
undertake the functions of business organisation and the provision 
of saving, that he almost forgets that it does not, in fact, attempt 
to do so, and that until it does it must necessarily have regard 
to the effect of its actions on private enterprise. In particular this 
should not have been forgotten by one who takes such a gloomy 
view of the result of the export of capital as is indicated on p. 230 
of this work. 

D. H. Robertson 
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Work and Wealth: A Human Valuation,^ By J. A. Hobson. 

(London: The Macmillan Company. 1914. Pp. ix"h361. 

Price 8s, 6d, net.) 

This book presents some vie^s that are familiar to Mr. 
Hobson’s readers, but he has also struck out some new lines of 
analysis, and Ji’as co-ordinated a great deal of sociological and 
partly economic reasoning in relation to the central idea of human 
values. It js an impressive piece of work, though the treatment 
is unequal, some chapters (especially in the first part of the 
book) aiming at a scientific treatment, while in others the author 
lets himself go on broader questions.' One feels that it must have 
beep a great relief to him to get the chapter on sport and culture 
off his chest. But the central idea is sustained throughout, though 
it hardly matures in definite proposals for a new method of 
distribution; and this is unfortunate, in, view of the author’s 
repeated attacks on certain imperfections which he imputes to 
current economic science. 

Mr. Hobson’s thesis is that the special study of economic 
problems, if it is to be socially serviceable, must be subject to 
some general standard of what is humanly desirable ; even though 
this standard has to be vaguely conceived, as all standards of 
progress must be, as one of “human welfare,” whose content will 
change with time. And what is specially required is that more 
prominence shall be given to methods of consumption than 
hitherto ; since this field, of great importance in relation to utilities 
and wastes, is as yet unexplored or ill-explored. Further, a rather 
mechanical character has been given to economic studies by their 
purely monetary measures of values, a fact which disqualifies 
much current economic science for the work of human valuation. 
We must go back to Kuskin’s idea, and value things in terms of 
life, or “organic welfare.” Labour cannot be treated as a cost 
of production, like raw material; behind this monetary valuation 
lie many diverse aspects of human value. 

We must get behind the market, and trace goods backward 
into their processes of production, and forward into processes of 
consumption ; and see how much human cost, waste, and welfare 
are involved. What costs and utilities will be revealed on either 
side? what capacities to bear the costs or consume the utilities? 
what distribution of these costs and utilities in relation to such 
capacities? 

The analysis of human costs, as regards the supply of both 
labour and capital, is of great interest, and perhaps the most 
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notable feature of the book. The supply of goods and services 
ranges frora the work of the artist and inventor, where the natural 
pleasure of the work minimises the cost, to the routine forms 
of mrnual toil, where the human costs, materia^ and spiritual, 
are high. Between these liinfts lie the directing work of manage- 
ment and ability, and the speculative work of ihe financier. For 
example, some degree of business risk ir pleasui able ; but some 
is forced, anJ involves strain. Even some routine is Hocially and 
individually good ; but the routine of most manual labour has a 
high cost in fatigue, and ilie suppression of those aspirations 
wdjich modern education is developing arnemg the working classes. 

These costs are variously* distribu tea. There is the “unequal 
treatment of equals” in the irn^guianty of work : and the “equal 
treatment of unequals” in tlie work of women and children when 
placed under ihe same conditicnis us men. 

Similarly with* regj^’d to (Uipital. 'Fhe saving and risk-taking 
which arc behind the supply of capital vary in their human costs. 
Much saving, that of the very rich, is costioss ; of middle-class 
saving there is some that is of low cost, and indeed is only an 
“evening” of consumption over a time, while some implies a 
real present sacrifice, and tlie economic stimulus of interest ; while 
working-class saving implies a higli cost in its intrusion on the 
standard of comfort. It is all capital in ihe end; hut behind 
its money value are all these difl’erential facts. 

When we turn to examine (‘onsumption of goods, in relation 
to utilities and the sum of welfare, we find that a large part 
of consumption — on war, sport, “culture,” drink— positively 
wastes life ; and there are many interesting features of social 
waste in more ordinary consumption, through the influence of 
class on class, by imitation ard emulation of methods of spending. 

Placing tlie two sides together, we find much costful produc- 
iion which goes in wasteful consumption ; and have to think out 
the possibilities of adapting industry in such a way that the last 
useless units of consumption can be cut away, and release produc- 
tion from the iast and most costful units of labour and fatigue. 
This opens out the whole theory of leisure, and of the working 
day ; and Mr. Hobson develops the position from a number of 
points of view, holding that we can lessen the present ‘‘tyranny 
of industry over human life” without reducing, and indeed while 
positively increasing, the economic tendencies toward organic 
welfare, through lesser labour costs, higher human values realised 
in leisure, and lower disutilities in wasteful expenditure. 

It is not BO cl(5ar how the industrial reconstruction is to be 
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made, and Mr. Hobson admits that only a broad sketch can be 
given. In most recent schemes of reorganisation, such as Co- 
operation, Syndicalism, and local or national Socialism, he finds 
some degree of failure to harmonise the conflicting interests of 
the producer, the worker, and the consumer. But he holds that 
the forces making for harmony are increasing in strength over 
those making for strife. His definite suggestions are for a mini- 
mum wage, to cover the full costs of living that are fundamental 
to all human life ; and to obtain this he would absorb in industry 
those non-productive surpluses which now do the double harm 
of withholding payment from labour, and making for wasteful 
expenditure elsewhere. For this purpose, he foresees a growing 
social control over those occupations where routine counts for 
much ; and on this basis of general industry. State-controlled and 
paying a full living wage, he would construct the edifice of those 
forms of service where individual initia^tive icounts for more, 
and over which the State cannot so fittingly exercise so direct 
a control. But this will not be done unless the community is 
alive to an ideal of the value of social welfare ; and education 
must develop this sense of a social soul, a society having its own 
organic life and making its claims as a society on its members. 
To the content of the ideal at any time it is not for any fixed 
ethical theory to contribute, for the content will change with time ; 
but an enlightened common sense, and a sharper social conscience, 
must be kept alive as the guardian of the interests of those other 
sides of life on whose field industry at present encroaches too 
much. 

Mr. Hobson’s argument is of even more value than his con- 
clusions. It is the fullest, reasoned plea for human values that 
has been contributed to social study for some time. But I do 
not think that such a plea need have been put forward as a 
protest against current economic science. The blow does not fall 
anywhere ; such further analysis as Mr. Hobson provides of 
demand and supply, and his request for a fuller social conscience 
in raising the standards of wages and expenditure, are most 
obviously congruent with the expressed ideals of economic 
scientific literature. There are other points on which discussion 
might be raised; especially the author’s views on surplus, and 
on the marginal theory of values, and on the alleged failure of 
economics to grasp the extent to which competitive conditions 
have passed away. He makes, I think, a special mistake in 
supposing that the last of these is due to mathematical influence ; 
tor it is monopoly which most easily lends itself to mathematical 
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treatment, and it was from monopoly that Cournot started his 
analysis.. But these differences hardly affect one’s obligation to 
Mr. Hobson for a book which is a gruat cortribution to sociology, 
taking economics as its point of departure. 

D. 11. M.^cgregor 

The Export of Capital. By C. K. H»..bson, M.A. (Iiondon : 

Constable & Co. 19H. Pp. xxvi + 264. T^’ice 7s. fid. net.) 

This thesis (approved for tne London D.Sc.) is the result of 
Mr. Hobson’s investigations w'hiie Shaw Research Student at the 
London School of Economics. It consists of three parts, 
theoretical, historical, and stati.stical, well knit together to make 
a consecutive whole. The author naturally finds little that is new 
to say on the purely theoretical causes that move capital, or as 
to the definitions of capital and exixirtation. Perhaps he does not 
lay enough stress on the facts <hat in general it is persons, not 
nations as a whole, who make investments, and that all that 
foreign trade statistics can show as to ownership of capital is 
that goods or gold have been received in this country or that, 
with the corollaries that owners of fluid capital have invested in 
some specified country and persons to whom interest is due have 
consumed it in the same or another. The statement put in this 
vague way reads very differently from the poyiular view that the 
citizens of the United Kingdom have invested in younger countries 
and are receiving interest therefrom. Mr. Hobson shows that 
he is quite aware of the multiplicity of the ways in which owner- 
ship of capital can be transferred, but he leaves the reader under 
the impression that he regards a nation as more than an accidental 
assemblage of persons who happen to spend their incomes in a 
particular territory. The need for greater explicitness is shown 
by tae difficulties, which are boldly faced in this book, that arise 
from the ownership of shipping. If an Englishman has shares 
in an American shipping company that works in the Pacific, he 
is an owner of foreign capital ; but how are we to distinguish 
foreign from other investment if Americans and English own 
jointly a fleet of Atlantic liners? Somewhat similar difficulties 
arise from the valuable and illuminating chapters on the history of 
international investments. How are we to know the residence 
of owners of capital? For instance, when we read (p. 155) : 
“The flow of American securities back to America, during the 
decade following 1893, was a temporary phenomenon . . ” and 

many similar phrases in other places, we reflect that change of 
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ownership only affects the buyer and seller of stock and their 
brokers, and the officials of the company concerned,, and in 
general is not a matter of public knowledge at all. Considerable 
changes may indeed attain notoriety, but unremarked minor 
transactions may in the long run outweigh the larger movements. 
A closer analysis of the nature of the evidence on which 
Chapters V. and VI. are based would have been of considerable 
value to future students. Apart from these criticisms, we may 
congratulate the author on having amassed a great deal of informa- 
tion from a variety of recondite sources, and on having so mar- 
shalled it that we have a readable consecutive outline of the main 
movements of capital, especially in the nineteenth century. If, 
as is to be expected, he has occasion to revise the work for a 
further edition, we hope that he will either expand or delete such 
sentences as “Excessive capital commitments in foreign countries 
and at home were followed by speculation in commodities. Eising 
prices produced an influx of goods ...” (p. 103), where the 
generalisation is not justified by any evidence adduced, and the 
causation is not clear. 

In Chapter VII. a bold and systematic effort is made to deduce 
from the statistics of imports and exports the annual amounts of 
exportation of capital. The breadth and completeness of the 
treatment are very pleasing, and the whole chapter is a model of 
lucidity. The results obtained show a close correspondence in 
dates and amounts between the movements suggested in the 
historical analysis and those deduced from the statistics of trade. 
Nevertheless, the statistical analysis is not altogether satisfactory. 
An enormous amount of guess-work enters into nearly all the 
terms in the equation, especially as to the amount and change of 
freights and commissions, ahd no attempt is made to show the 
effect that different hypotheses in the details would have on the 
final result. The general conclusions (that capital was exported 
specially in 1886-90, &c.), which appear to depend on and, by 
their reasonableness, to make plausible the estimates of freights, 
&c., in fact arise simply because most of the items are assumed 
to change gradually and continuously, so that the fluctuation of 
excess of imports is bound to be reflected faithfully (and inversely) 
in the fluctuations of export of capital, as a careful study of the 
diagram on p. 198 will prove. The apparent exception in 1912 
is due to the inflated estimate for freights in that year ; and it is 
unfortunate that this, which depends on very slight evidence, 
should become so conspicuous in a whole series of diagrams and 
tables. It would be a great advantage to students if Mr. Hobson 
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would re-work his whole calculation in some future time, after 
he has tested his factors and accumulated more data, and put 
the whole in a more critical and soieniific fo/m in a paper for the 
Statiptical Society. It is quite natural that work of this kind 
should suffer when presented in book-form for non-specialist 
readers. 

As to the total of foreign investments, the difluMilty of estimate 
is shown by a comparison of the figures given on p. 162 jind p. 207. 

A. L. Bowley 


Poverty and Waste. By Ry^iiTLEY Withers. (London ; Smith 
Elder and To. 191 4. Pp. ix-fl80.) 

In this book Mr. Hartley Withers fittacks what he well 
describes as the “ grey-wdiiskered fallacy” that exjxmditiire on 
luxury gives cinpioyrnent, wluc*h, us he says, “is all the more 
dangerous because it is only half a fallacy and contains just 
enough truth to be dece.j)tive ” (p. 20). The proj>osition which it 
is his object establish is that “the extravagance of the rich 
increases, ])erhaps causes, the poverty of the poor” (p. 101), and 
he has not much difficulty in showing that ‘if capital were more 
rapidly accumulated and more steadily devoted to production 
of necessaries, wages would rise and necessaries would be 
cheaper ” (ibid.). 

The author shows himself fully alive to the weak |X)ints in 
the existing industrial system, hut after an examination of the 
parts played in it by labour, capitalists, middlemen, and others, 
he comes to the conclusion that the consumer is “the villain of 
the piece.” He successfully answers various rather obvious 
objections which might be raised against his view, but there are 
others which, as it seems to us, he has not satisfactorily met. 
The wasteful expenditure of the rich no doubt tends to perj>etuate 
and to accentuate the bad distribution of wealth ; but, on the 
other hand, it is the bad distribution of wealth which makes 
possible the wasteful expenditure of the rich. To induce people 
to use their wealth more wisely is, of course, all to the good; 
but a reform of this kind would not carry us very far, because 
it would leave untouched the root of the evil it desires to remedy. 
Is not Mr. Withers attempting to counteract the results rather 
than to remove the causes of a bad distribution of wealth? 
Again, is it so easy to counteract these results as he would have 
us believe? No doubt, if the rich as a body could be induced to 
forgo their luxuries and to invest in industries engaged in the 
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production of necessaries, wages would rise and necessaries would 
be cheaper, as he says. The author, of course, recognises that 
the thing cannot be done suddenly without causing great disloca- 
tion of industry and consequent hardship. It must be done 
gradually, he thinks. But can it be done gradually? Of course, 
if people would invest in extending and improving boot factories 
instead of buying fireworks, tn ta^e his own example, it would 
be a distinct gain. But how is the individual who spends a few 
pounds on fireworks to do this? Unless he happened to know of 
a boot factory which was raising new capital at the time, it is 
difficult to see how he could. Of course he might buy shares in 
a boot factory, but this would only rpean that someone else sells 
them, and the question then turns on what the someone else does 
with the money. Mr. Withers writes with sympathy of the aims 
of Socialists, though he has grave doubts as to the practicability 
of collective action in many directions. But in the case under 
consideration it appears to us that individual action is not likely 
to bring about a far-reaching reform, and that only collective 
action can succeed. Is not the author suggesting an individualist 
remedy for a social wrong? 

But we may be doing Mr, Withers an injustice, for he does 
say on p. 99 that he is ‘‘only trying to show what everyone can 
do, here and*how, to chip away one or two bricks from the sordid 
edifice of poverty,’’ He has certainly succeeded in this, but 
other parts of the book suggest that he is trying to show how at 
least a fairly wide breach in the walls could be made. 

The book, besides its main thesis, contains a good deal of 
elementary economics — perhaps sometimes too elementary, but 
always clearly stated. There is too much repetition, and we are 
not sure whether a pamphlet would not have sufficed for the 
author’s purpose. 

H. Sanderson Furniss 


The Economic Organisation of England, By Professor W. J. 
Ashley. (Longmans. 1914, Pp. viii -1-213. Price 2^. 6d. 
net.) 

Any new book from Professor Ashley’s pen is an important 
event, especially when he sets out to survey the whole field of 
English economic organisation, from manorial times to the present 
day. Although the book only claims to be “an outline history,’’ 
and is embodied in the form of eight lectures, it is so amazingly 
suggestive and stimulating all through, that even the adyaneod 
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student will read it with avidity and visualise economic happen- 
ings in a dearer light. 

Perhaps the most original chj^pter is tl^e final one, entitled 
Joint Stock and the Evolution of Capitalism.’* Professor Ashley 
here discusses recent developments, such as the English experi- 
ence in co-operation, profit-sharing, the conceni ration of capital, 
and the tendency of businesses to control all the processes con- 
tributing to the final result, from the mining of cosi and oie 
to the finished article, which he terms integration.” He lays 
special stress on the fact that o\er the whole of the industrial 
field there is now a movement away from unrestricted competi- 
tion to some greater degree of stability, leading to the appearance 
of combinations, amalgamations, and agreements, national and 
international. He also adds: am convinced that to future 

generations the era of unrestricted competition, with its recurring 
crises, will seem like a malady of cliildhood. 1 view the combina- 
tion movement with the more hope because I regard the regu- 
larisation of production as the best hope for the labouring classes, 
for whom steadiness of employment is far more important than 
thf:‘ amount of remuneration” (p. 189). The combination of 
employers and iJieir unity of action is also another of the recent 
features of capitalistii* development wliich Professor Ashley 
regards optimistically. ^ ^ 

But one would hardly realise fi’orn the book tl\at there was 
any other side to English development than the social grouping 
of the various classes and their relation to one another. Thus 
we get no reference to the policy known as the Mercantile System ; 
no reference to the astonishing commercial and colonial expansion 
of the seventeenth and eighteenth centuries. This seems the great 
defect of the book. “Tudor Nationalism ” is grou}>ed in the same 
chapter as “Domestic Industry,” and presumably, according to 
the author, was only concerned witli the {>oor law, apprentices, the 
checking of enclosures, and tlie fixing of wages, since nothing 
else is mentioned. But the Elizabethan fxjlicy was far wider in 
scope, and \^a8 concerned not merely with the regulation of 
industrial conditions, but with the stimulation of commercial 
expansion and the production of those things at home which 
should provide for the security of the realm. 

The reason for this seeming onesidedness lies in the fact that 
Professor Ashley sets out to resolve a problem, viz., why large 
estates are the characteristic feature of England, while in Ger- 
many between two- thirds and three-quarters, and in France one- 
balf of the land is owned by small proprietors (p. 2). He 
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therefore gives a description of the agrarian system of the manor, 
its break-up and the beginnings of modern farming, in which 
the most recent research on the question of copyholders and the 
enclosing movement is embodied. He gives an admirable sum- 
mary of the effects of the Reformation on economic life. “The 
Reformation in religion, whether for good or for ill, was an 
expression of individualism ; it emphasises the direct relation to 
God of the individual soul. But religious individualism was but 
a part or aspect of a universal tendency in the direction of freeing 
the individual from tradition and usage and stimulating him to 
think and act for himself. And this took shapes both good and 
bad ; it showed itself in greater individual enterprise and improved 
metho<ls of production, and it showed itself in more obvious 
selfishness and self-seeking ; what contemporary writers call 
‘ private affection,’ ‘ private profit,’ and ‘singular lucre.’ In all 
the economic relations of human beings with one another, it meant 
more of what we now call ‘ competition,’ with all that it involves.” 

He follows Mr. Tawney in regarding the Reformation 
and the accompanying dissolution of the monasteries as a 
period when we get the marked commercialisation of English 
land. He seems to neglect the fact that the enormous 
changes in land-holding which resulted from the Civil War 
also brought about another stimulus to the commercialisa- 
tion of land. The compoundings, sequestrations, and sales 
of land of recusants, royalists, and other “delinquents,'^^ which 
fill no less than five volumes of the Calendars of the State pajxirs, 
resulted in a considerable amount of land being transferred from 
royalist and conservative landowners to up-to-date Puritans with 
capital. The considerably accelerated enclosure movement of the 
last quarter oT the seventeenth century, and the accompanying 
consolidation of estates, is probably due in no small degree to 
this change of landowners. Professor Ashley, however, seems to 
ascribe the impetus to large estate formation to the growing 
trade of the eighteenth century, which enabled those who had 
made money by it to offer “prices in excess of the capital value 
of their properties as sources of income ” to small holders. Once 
the members of this moneyed interest had secured land by pur- 
chase, they consolidated it and perpetuated the large estate by a 
system of entail which prevented dispersal. In connection with 
the resultant benefits of large farms to agricultural methods, he 
points out the difficulty of transporting food before the days of 
railways and steamships, and remarks : “The English population 
certainly went through hard times, but it was, at any rate, kept 
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alive and enabled to increase fifty per cent, between 1750 and 
1800'* (p. 136). He points out that both Tory landowners and 
Whig economists such as McCuUoch agreed with the policy of 
large farms, though from diff:)rent motives. 

One of the most suggestive parts of the boo!: is that describing 
the organisation uf industry before the coming of machinery, and 
Professor Asliley clears up a good deal of confusion by emphasis^ 
ing the altogether excjeptional position oi the Yorkshire ^vooll^n 
trade. He makes a very interesting point when lie tries to show^ 
that tlie capital for the new industrial revolution v/as 8nppli64 
by the “abstinence” of non-confonhists : “lYcviniary means 
acquired by assiduous application to r)u>^ines8 and the prudent 
choice of the gainful way naturally accumulated wlien thei i was 
no expenditure on amusements or interests outside the business, 
the family, and the religious ‘connection.’ “ 

The book is packed with tliese illuminating suggestions, only 
a few samples of which are here quoted. However much economic 
history anyone may know, he cannot read tins book without 
feeling, in the end, that he has learnt more and acquired new 
}K)ints of view. It is quite the best of the smaller economic history 
hooks known to me at present. But one feels a- little sorry for 
Professor Asliiey’s Hamburg audience if all this mass of informa- 
tion about a foreign country was administered to tfleru in eight 
lectures in the course of a fortnight. It seems to he a summary 
of the Avprk of a lifetime. 

Lilfan Knowoes 

Le Chartisme. fey Edouard Doll^’ANS. (Paris : H. Floury. 

1912. 2 vols. Pp. 426 + 501.) • 

Of all the movements which stirred England in tlie nineteenth 
century Chartism is the best known and the least understood. 
The standard narrative of Mr. Gammage is overloaded with tire- 
some, closely-printed details of persons and speeches, and the 
author, being himself a Chartist, attains to no general view. 
M. Dolk^ans, In his two volumes, whilst sketching with native 
acumen the character of the Chartist leaders and drawing copiously 
on original sources, has at the same time succeeded in envisaging 
Chartism as a whole, and fixing its place among contemporary 
events. We leave his book with the feeling that it is destined to 
become the standard authority. 

Amid a host of fversons two stand out, William Lovett, the 
self-taught apostle of moral force— brave, honourable, and always 
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on the losing side — and Feargus O’Connor, the Lion of the North, 
with his huge frame and voice of thunder, a. cowardly rogue, 
the people’s idol, and always winning as long as Chartism itself 
was alive. Lovett fostered the Charter through infancy. 
O’Connor ruled the full-grown thing, and finally sacrificed it to 
^his own mad scheme of joint-stock farming. 

• As a programme, Chartism was painfully exiguous. The 
familiar Six Points, formulated by Lovett in May, 1838, with 
the help of Francis Place, were preached in season and out of 
Reason for the next ten years. Petitions praying that the People’s 
Charter might become the law of the land were submitted to 
Parliament amid ceremony and acclamation by the delegates 
of the People’s Convention, and were ignominiously rejected by 
a disdainful House. Its few supj)orters within the House were 
ashamed of the motley violence without. Government let the 
Chartists talk, but when declamation deepened into threats of 
violence, into appeals to arms and a general strike, it struck 
heavily at the leaders, and by the end of 1839 it had most of 
them safely in prison. Sobered by gaol, Lovett and Collins 
emerged in 1840 with a tempered programme. Its title, as of 
old, was Chartism, but tliere is more in their booklet about 
education and temperance halls than about politics, even of the 
peaceful ord^r. The attempt of the moderate Chartists to form 
an alliance with the middle-class followers of Joseph Sturge, 
the Quaker champion of an extended suffrage, broke down in 
1842, and Lovett ceased to take an active part in the movement. 
O’Connor, on the other liand, profited alike from the failures and 
successes of Chartism. When they declared for a general 
strike, he claimed the credit of diverting it to a three- 
day holiday. When the ^ moderates were in prison, he, the 
man of force, was at large. When John Frost in 1839 
raised the standard of revolt in Monmouthshire, the North 
hung back, owing to O’Connor’s treachery, and when Frost 
was in the clutches of the law, O’Connor gained glory by 
promising to defend with his voice and his money the cause 
of the man he had just betrayed. One after another his rivals were 
discredited in the Northern Star — Lovett, Collins, O’Brien, 
Cooper, and every other who turned against the Irish bully ; and 
finally, in 1848, when the Continental revolutions galvanised 
Chartism into a final spasm^ O’Connor had the distinction of 
abetting the call to violence and assisting the police in disbanding 
the Chartists assembled in their thousands on Kennington 
Common. On August 5th, 1844, the Lion of the North crossed 
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Swords with Cobden at Northampton, and was easily vanquished 
in argument ; but be lost nothing by his defei^^t, because it suited 
him juct then to come over to the winning cause of the Anti-Corn 
Law League. During this time he was an ex-member jf Parlia- 
ment and in control of the only working-class newspaper which 
had a big circulation. The inner history of Chartism defies record, 
for the reason ^hat the primary authority, the Northern ftar^ 
is a tissue of lies, in one thing only was O’Connor con-istent, 
and on this he foundered. From 1842 he cared for nothing but 
his Land Scheme. The idea was borrowed fioin Ow^., an4 
the financial collapse which overtook the Owenioe communities 
was witnessed again at O’Ccnnorville. In 1852 this supreme 
demagogue was confined in a madhouse, and three years later 
he died. 

Thus viewed at close quarters Chartism is a series of dismal 
and disreputable episodes. Bat Carlyle, in his Essay on Chartism, 
grasped its wider meaning. “What,*’ he cries, “is the meaning 
of the ‘ Five Points ’ [one of the points, equal electoral districts, 
had disap}>eaied from the list] if we will understand them? 
What are all popular commotions and maddest bellowings, from 
Peterloo to the Place de Gn'^ve itself? . . . To the ear of wisdom 
they are inarticulate prayers ; guide rne, govern me ! I am mad 
and miserable and cannot guide myself.” And again* “Chartism 
is one of the most natural x>henomena in England. Not that 
Chartism now exists should provoke wonder ; but that the invited 
hungry people siiould have sat eight years at such a table of the 
Barmecide, patiently exi>ecting somewhat from the name of 
a Reforming Ministry and not till after eight years have growm 
hopeless, this is the respectable side of tlie wonder.” This was 
written in 1839. M. Dolleans ha8*traced, with great insight, 
the spreading of the seeds of economic discontent over the field 
of politics. In the ’twenties there was distress, but the remedy 
was sought along economic lines. The Government reformed 
its tariff, aided emigration, and distributed doles of relief in 
the manufacti.ring districts. The people, led by Owen, looked 
for salvation in Co-operation, Trade Associations, Equitable 
Labour Exchanges, and Land Communities. Then came the 
Reform Bill, which diverted the nation to politics. Disillusioned 
by the results of the Reform Bill, the democracy pressed for yet 
more radical reform. The new poor law and the factory system 
were associated in the people’s mind with the political triumphs 
of the bourgeoisie. But while industry was prosperous, politics 
were conducted with peace. When depression reappeared after 
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1836, the storm broke. The rage of the populace caught up 
with the rage which Chartists and Anti-Corn Law Leaguers were 
preaching from their platforms, and the leaders of’ these in 
1842 stood helpless before the tumult which they had desired 
but had not caused. 

The Owenites in the ’twenties had real successes. Their co- 
operative societies were the forerunners of the solid achievements 
of Rochdale, and out of the burning idealism of the day there 
emerged a lively body of theory. The Early English Socialists, 
with dhe finger on Owenism and another on their great Right, 
the Right to the whole produce of labour, riddled the position 
of the classical economists and laughed to scorn many of their 
bogies. But (Jhartism has no such successes to show. To-day, 
indeed, after the lapse of decades, several of their points have 
been won, and others are in sight of attainment, but the victory 
is not the victory of the men who worked for the People’s 
Charter. Nor did they evolve any political theory worthy of 
being ranked with the economic theory of early Socialism. When 
they talked politics they were monotonous and naive. They 
extolled Poland or America, and denounced the extravagance of 
the British (jovernment. I^heir theory was a restatement of 
the economic criticisms already made in the ’twenties, and, with 
characteristfc blindness, they clung most tenaciously to the 
feeblest i)art of that theory, the mad intrusions into currency 
and finance. 

It is a pity that M. Dolleans’ work is disfigured by mis- 
spellings of English words, e.g., “phasis” for phases (]., lOO), 
“dwt.” for cwt. (I., 175), “Crawfort” for Crawford (II., 94), 
“Mrs.” Sturge and Crawford for Messrs. S. and C. (II., 102), 
“ Bradshow ” for Bradshaw <11., 189), “Cluchester ” for Chichester 
(II. , 457), “ Wighs ” for Whigs, and so on. Finally, in a quotation 
of half-a-dozen lines from Lord Chesterfield (I., 195) there are 
three absurd errors. We may hope that in the years to come the 
Allies’ printers will know the other’s language better. 

C. R. Fay 

Der Marschall Vauban und die Volksivirthschaftslehre des 

Absolutismus : cine Kritik des Merkantilsy stems. By Dr. 

Fritz Karl Mann. (Munich : Duncker und Humblot. 1914. 

Pp. xvi. +526. 12 marks.) 

Vau ban’s wor£r-like that of many of his contemporaries — 
suffers from the incomplete generalisations which are almost in- 
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evitable in bistoriee of Political Economy. His name is usually asso- 
ciated with the project of the “Dixme Royale** without reference 
to his general position and the tendency of bin views on economic 
phenomena as a whole. Therefore, Dr. Mann has Ion? well in 
selecting Vauban’s life and work as the subject of a monograph 
which is designed to give prominence to the economic aspects 
of both. 

In many respects one is surprised to find how “moiern” 
Vauban was. Thus he wrote in favour of a scheme for the 
constituting of a Chamber of Commerce (p. 128). His method 
was ‘‘geometrical ^ (pp. 98, 195), though this is to oe interpreted 
rather in Spinoza’s sense than in that of the mathematical 
economist. Again, in connection with his stalistical inquLies, 
it is interesting to notice that he predicted tliat the population of 
Canada (which was 13,()()0 to 14,000 m 1701>, would be 6,400,000 
m 1910 (p. 59) ; and one wonders how far events will fulfil or 
falsify his further prediction of 25 millions in 1970. Then, too, 
he had a conception that commerce should be tree (“laisser le 
commerce libre,” p. 132), but it is rightly pointed out in what 
respects this idea differed from that of Free Trade. Vauban also 
insisted that there were natural or geographical limits to the 
expansion of a State — a view which was natural to an expert in 
‘fortification. Within such limits commerce should be tendered as 
free as f)ossible by the removal of all impediinents to the exchange 
of goods. Thus he had a series of schemes for the overcoming of 
difficulties of transport by the construction of a system of canals 
(p. 131) : while he also contended that artificial impediments, 
whether through local duties or monopolies, should be removed. 
Dr. Mann thinks that he stopped at this point, and did not extend 
his concex)tion to freedom of commerce in external trade ; but 
since many of the Fiench monopolies w^ere concerned with the 
latter, it is difficult to see how Vauban avoided this extension of 
his principles. An interesting section of the book quotes other 
similar but earlier views, such as those of Liicroix (1623) in 
France and Misselden, Malynes, and the East India interlopers 
in England. Regarding the “open trade, “ which is quoted from 
a pamphlet of 1701, this phrase was in common use very much 
earlier, and, as regards India, the thing itself was m active o|^ra- 
tion in the time of Cromwell. Even more significant were the 
expressions of James I. and of Sir Edwin Sandys (1604), both of 
which related expressly to external trade. Nd'doubt the impurity 

4 <' 

1 One of his unpublished works is entitled Projet ponSr V^iablissement d*mie 
taille rieUt g^nUtrique. 
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of the motives in each case — those of James I. being designed to 
attain an entrance of Scotsmen to the English market, and those 
of Sandys to form a new tobacco monopoly — account for the set- 
back which this early phase of the movement sustained. 

The great preoccupation of French writers in the closing years 
of the seventeenth and the earlier part of the eighteenth century 
was with the state of the finances, the growing deficits having 
become burdensome, while the existing methods of taxation were 
most oppressive (p. 153). Dr. Mann traces the gradual growth 
of the ’system of taxation which Vauban recommends, and follows 
out its developments after Vauban’s death. The importance of 
that method was its revolt against Colbertism and its attempt to 
establish a system of taxes as a homogeneous unity (pp. 197, 
227). 

No doubt the main interest of this monograph to English 
readers will be found in the attempt to assign Vauban his proper 
place in the history of the development of economic theory, more 
particularly since the discussion of this topic involves several in- 
teresting chapters on the idea of mercantilism. No doubt Dr. 
Mann would wish that Adam Smith had never invented the name 
nor had written about the treatises on commerce of the seventeenth 
and eighteenth centuries. Naturally, there is much criticism of 
Adam Smith’s account of the early writers, and it is maintained' 
that the conception of a mercantile system was the invention of 
Adam Smith, who was responsible for the element of systematisa- 
tion (p. 317). In the end. Dr. Mann reaches what he calls a 
sceptical, nihilistic conclusion regarding mercantilism, namely, 
that this way of describing economic tendencies means no more 
than the chronological summary of the views which prevailed 
amongst European statesmen from the sixteenth to the latter part 
of the eighteenth century (p. 506). No doubt it is true that there 
are serious objections to Adam Smith’s definition of mercantilism ; 
in fact, it is not difficult to select almost any prominent mercan- 
tilist and to show from his writings that he did not accept what 
Adam Smith dogmatically asserts all mercantilists held without 
equivocation. Still, we require some way of indicating the general 
trend of opinion amongst the writers who treated of economic 
phenomena before tlie physiocrats. The prevalent error — which 
is, no doubt, largely due to Adam Smith — is to consider these 
authors as opposed to the physiocrats. But the development of 
opinion does not proceed by set antitheses expressed with the 
precision of an epigram. Eather there is a gradual growth of 
opinion moving, like a tide, with successive waves. As Schmoller 
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has shown, the organising of nationalities, which was so charac- 
teristic of Jhe beginnings of the modern era, resulted in wliat is 
variously described as the earlier oi cruder foim of mercantilism, 
wdth its reliance on State-regulation, its penchant for the precious 
metals, a favourable trade balance, the encouragein^nt of manu- 
factures and of a numerous population. Undoubtedly Adam Smith 
wronged this point of view by describing it as that of the mercan- 
tile mind; it ’vvas, on the contrary, a necessary conseqvience of 
practical statesmanship when applied to the problems of the six- 
teenth and the early part of the sevcnteentli cmituries, in view of 
the current political science of the period. Hut it was necessarily 
conditioned by tlie ideas of the time. As naturalism began to 
emerge, it was inevitable that this new outlook should influence 
statesmen and writers on commerce.. Thus, towar<ls the end of 
the seventeenth century one notes a rejiction against wdiat was 
of human institutioii and a leaniTig to what was believed to be 
a natural order - a tendency which reaches its extrejue develop- 
ment in the physiocrats, ^khus, for instance, Vauban writes of 
the natural limits of States, and on(3 of his contemporaries con- 
tended that llio main objection to Colbertism was that ‘‘it forced 
Nature.” The same tendency show's itself in P(dty, Dudley Nortli, 
and other English writers; so that, in fact, later or^ ‘‘ liberal ” 
mercantilism constitutes a transition to tl^e naturalism of the 
physiocrats. Indeed, it seems that a time has come when the 
name “mercantilism” should be discarded altogether. On the 
analogy of the “pre-Bocratic ” w'riters in the history of philosophy, 
we might term all those before the physiocrats (or who, while 
contemporary with, ^r even later than, the pliysiocrats, expressed 
the earlier type of opinions), pre-physiocrats, dividing them into 
groups according to any prin('i}>l(‘ of classiVicatiou which was found 
convenient. 

W. II. Scott 

A Select Bibliography for the Study, Sources, and lAteraturc of 
English Meducval Economic History. Compiled by a Seminar 
of the London School of Economics, under the Supervision 
of Hubeet Hall, F.S.A., Tieader in Pahnography and 
Economic History in the University of Ijondon. (Tiondon : 
P. S. King & Son. 1911. Pp. xiv -f 350.) 

Economic history is indeed entering into its own, when the 
mediaeval English portion of it alone comes to be served by a 
substantial and elaborate guide to its literature and sources, and 
when every other part of the historical field, political, ecclesiastical. 

Q Q 2 
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constitutional, is frankly regarded as contributory, and in that 
sense as even subsidiary, to economic considerations. „ Many an 
“original investigator ” will have reason to be grateful to Mr. Hall 
and his band of graduate students, and not economic historians 
alone; for the width of its range, which is practically identical 
with that of English mediaeval history in general, will make this 
book useful far outside the specifically economic radius. 

The proof of such a pudding is emphatically in the eating; 
it is only after trying to use the book for particular purposes that 
its merits can be properly estimated. My anticipation is that 
Divisions II. and III. of Part I., giving a list of inventories of 
records in this and other countries, and Part II., classifying the 
records themselves, will be found of solid value. Here, indeed, 
Mr. Hall, as one of the most experienced officials of our own 
Public Record Office, is on his own ground ; and much of what 
he now gives us is not, I believe, to be found elsewhere in print, 
at any rate in an easily accessible form. The general account 
of the location of Continental archives (pp. 145-155) will also 
save the young researcher a world of trouble. It is when we come 
to Part III., devoted to Modern Works, that one occasionally 
feels a little doubt. Criticisms on the score of incompleteness 
are, it is U'ue, somewhat disarmed by the modesty of the preface,. 
We are warned, for. instance, that the selection of Continental 
literature “is not exhaustive and is even arbitrary ” (p. vi). I have 
gone round my own shelves with the book in my hand, and from 
the test, such as it was, it came out very well. Almost all the 
important books are given in it ; the only very noticeable omissions 
were Hiillmann’s Stadtewesen, Luchaire’e Manuel^ Viollet's 
Institutions, Bucher’s Frankfurt, and Hildebrand’s Recht und 
Sitte. I was glad to see Eoscher’s Finanzwissenschaft inserted : 
there is a great collection of historical evidence in all his books, 
and the historical specialist w ill be the better sometimes for being 
confronted with one of his generalisations, even if it should turn 
out to be ill-founded. But the same reasons might well have 
suggested the insertion of his other volumes, those on Ackerbau 
and on Handel und Gewerbfleiss. And it must be confessed that 
the section on Fairs and Markets is a little meagre ; Sohm’s 
Stddtewesen and lialf a dozen of the monographs suggested by it 
would have been quite in place. On the other hand, on turning 
over the pages of the bibliography one finds scores of references 
to articles on particular points appearing in specialist journals 
which will be very helpful. One canupt but conjecture that many 
Continental scholars have very properly sent prints of their articles 
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to Mr. Hall or to the London School of Economics, and that the 
outside world is now ( j reap the benefit of then care. 

What a little troubles me — let me make a dean breast of it — is 
the cuiiously large number of slips in the entries as to my own 
publications. A collection oi reviews and other articles 1 once 
made appears correctly in the lists, but elsewhere it is twice called 
by a name 'which describes its contents well enough , but does not 
happen to be its title. An early essay on the wo ollen industry 
appears in the book and index twdce, the first time ircorrectly. The 
dates of another book are given twdce and diflerently. All these 
matters are trivial, and will do no bcriotis harm. Bui I cannot help 
wondering whether, for iiiy sins, a special curse has falleu uyon 
me, or wlK^ther, if 1 carefully looked up tlie enti ies concerning my 
friends, I should find a similar proportion of little blunders. My 
leader, Archdeacon Cuuninghain , does not esca]>e scot free. His 
Industry and Conunercc appears twdee, once as published in 1910 
(which, I think, is wrong), and a second time as liaving Vol. I. 
published in 1905. Considering what the study of economic 
history owes to his labours, it would have been very suitable to 
have drawn up a complete list of the editions of his great work, 
starting with the small book of 188*2, and going on to the various 
editions of the rnediawal volume of his larger book, begiftning with 
1890, and noting the varying con ten Is of the useful apj>endice8. 
There is no place, for instance, where the treatise of Oresme on 
Money (which, by the way, does not appear in this bibliography 
at ali) can be so conveniently studied as in the appendix to 
Dr. Cunningham’s first or second edition. The fact is that it takes 
not only a good deaI*of intelligence, hut also a good deal of know- 
ledge to construct a salisfaclory bibliogri^phy such, for instance, 
as the late Professor Cross’s exc rnplary volume ; and these qualities 
are more conspicuous in the sections of this book which sho'w^ 
the mark of Mr. Hall’s own hand than in those which he benevo- 
lently entrusted to his students. But, wdien all is said, the merits 
of this bibliography are very great, and its defects wall only 

occasion a good humoured smile occasionally. 

^ W. J. Ashley 

Statistical Averages: A Methodological Study. By Dr. Franz 
ZiZEK. Authorised translation with additional notes and 
references by Warren Milton Persons. (New York : Henry 
Holt & Co. 1913. Pp. ix + 392. Price $2.50.) 

This translation of Dr. Zizek’s Die Statisiischen Mitielwerte, 
published in 1908, was undertaken by Professor Persons, because 
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that volume seemed to him to meet the requirements of a non- 
mathematical text-book on statistics better than any work avail- 
able in English. Some additional footnotes (supplementing or 
in some cases criticising the text, and giving additional references 
to work of interest to the American student) have been added by 
the translator, and the bibliography has been extended, but 
otherwise no alteration or rearrangement of the matter appears 
to have been made. 

To describe briefly the contents of the book^ Part 1 . is entitled 
Statistical Averages in General. The author classifies statistical 
series under three heads : series of observations upon individuals 
or units which are treated as similar ; series the members of 
which are statistical aggregates, forming together an aggregate 
of higher order; and series the members of which are not absolute 
but relative numbers, i.c., ratios. This classification is the basis 
of all the subsequent treatment. The principal forms of average 
are, very briefly, verbally defined, and Dr. Zizek then proceeds to 
a discussion of what he terms “isolated averages “ (such as the 
average wage found by dividing the wages-bill by the number 
of employees) and averages based upon series of items, and 
then to a very detailed treatment of the question of homo- 
geneity. ‘^The nature and purpose of averages is the subject 
of the concluding ch{i.pter of the first Part. Part II. deals with 
the various kinds of averages, and almost inevitably largely over- 
laps Part I. The several chapters are devoted to the arithmetic 
mean, the geometric mean, the median and the mode. Finally, 
in Part III., disi>ersion is considered, under the headings 
of the three dilTerent types of series *as defined above. 
Correlation and allied subjects are only very briefly treated in 
an Appendix. 

The most striking characteristic of the book is the nature of 
the treatment. This is not merely non-rnathematical, but prac- 
tically non-numerical ; there is an almost entire lack of statistical 
tables and worked-out examples to illuskate the text. The 
translator himself comments on this as “the chief defect,” but 
remarks that “this defect can be turned to advantage in class- 
room use by requiring the students to secure such matter and 
present it.” Surely this is not a high recommendation? It 
seems to the reviewer that the defect is a serious one, and a very 
great improvement could have been effected by incorporating such 
matter and by adding graphical illustrations. Boom might well 
have been made for it by some excision and compression of the 
text, which at present extends to quite needless and wearisome 
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length, and by some rearrangement to avoid the excessive 
repetition^ 

The translation is in some cases a little obscMre and would 
be the better for revision. On p. 21, for exoin]]!e, Verhaltnisse 
would seem to mean ratios” rather than “relations,” and p. 179 
the translation of Masse by “quantity” instead of “aggregate” 
almost makes nonsense of the text. Judging f]*om a remark on 
p. 161, neither author nor translator were apparently aware of 
the free use in English vital statistics of the factor method of 
corregting death-rates. The statements that “when an average is 
computed from time series, the maximutn ;vnd minimum are often 
disregarded” (p. 73), that “the measure of fluctuation u'^uahy 
taken is the arithmetic mean of the deviations from Iho arithmetic 
mean of the series” (p. 261), and that the “probable deviation” 
is rarely used (p. 26b) arc not in accordance with the exi>erience 
of the present reviewer, nor is it in accordance with present belief 
that homogeneous asymmetrical dist’^diutions, in biology and 
anthropology, indicate an evolution (p. 269). 

The volume offers a wealth of references to foreign literature 
and methods, and this should be of service to the student. 

G. IJ. Yule 

The Otvnership, Tenure and Taxatiod of Land. By The 
Kt. Hon. Hir Thomas Whittaker, P.O. , M.P. (London: 
Macmillan and Co. 1914. Pp. xxx -f 571.) 

As the author tells us in his preface, this is not a work of 
original research.* Sir Thomas Whittaker’s method is to collate 
the views of experts and to present them in a readalile form to 
the plain man. Plis industry is jirodigious ; he acknowledges a 
special debt to the works of something like thirty authors, and 
the number of books to which he refers must run well into thrcio 
figures. 

Despite its long and varied list of authorities, however, the 
book is not and does not pretend to be an impartial summary 
of the expert evidence. It is avowedly polemical. It seems, in- 
deed, to have been inspired by a rankling indignation against the 
followers of Henry George. Some evils are admitted and a few 
moderate reforms recommended, but the thread which runs through 
the book and binds it together is the defence of the landlord 
against the onslaught of the Single Taxer. This adds entertain- 
ment and interest to what might otherwise have been a dull 
catalogue of facts and opinions; but it also detracts from the 
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value of the book as a work of reference. Authorities whose 
verdict is hostile to the landlord are not always given the promin- 
ence which they deserve. Thus, in the chapters which deal with 
the enclosures there is no mention whatever of the work of 
Mr. and Mrs. Hammond — one of the most valuable contributions 
to the subject which has been made in recent years. Sometimes, 
too, Sir Thomas Whittaker’s desire to make out his case leads 
him to draw conclusions too hastily ; to put on his facts a con- 
struction which they cannot bear. It is misleading, for example, 
to explain the discrepancy between the rise in food prices and 
the rise in wages since 1896 by the remark that “as wages 
do not fully rise with prices in booming times, so they do not fall 
with them in bad times, and consequently if working-men do not 
appear to be getting the full advantage of good times, they have 
not to bear the brunt of bad times.” The period since 1896 
covers — and Sir Tl)oma8’s own figures show that it covers — a 
depression, as well as a boom. In the depression immediately 
preceding 1896 (1891-6), food prices fell more than ten times as 
fast as wages. In the depression after 1896 (1900-5), food prices 
did not fall at all, while wages fell faster than before. In the 
boom period from 1886-1891, wages rose at almost exactly the 
same rate a^food prices ; in the boom after 1896 (1906-12), food 
prices rose three times, as fast as w^ages. It is this contrast that 
is held by some people to indicate that working-men have not of 
late years been sharing in material progress to the same extent 
as they did in the closing years of last century. To dismiss it 
with a platitude about the general tendency of wages to lag 
behind prices in boom periods is to evade th^sir argument, not 
to answer it. Similarly, in his chapter on the incidence of rates, 
the distinction between a rate on site value and a rate on im- 
provements is not explained. Sir Thomas Whittaker accepts the 
conclusion of economists that rates on the composite heredita- 
ment fall partly on the occupier. He does not point out what 
is the main ground for this belief ; that a rate ,on composite value 
restricts the supply of new improvements. Indeed, his anxiety 
not to yield an inch to his opponents has led him in one passage 
(p. 454) perilously near to saying that a tax on improvements 
has no effect upon their supply. 

Preoccupation with the single tax campaign is responsible for 
another striking defect in his book. Much space is wasted on issues 
which are of little practical importance. It was hardly worth while 
to refute so elaborately the doctrine that nobody but the landlord 
gains from an increase in the national wealth. Only the most 
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devoted diadples of Henry George believe it, and they are few in 
number and carry little weight with the public. Here and else- 
where one gets the impression that Sir Thomas Whittaker is 
flogging a dead horse. His disquisitions, too, upon the origin of 
private property in land and the history of taxation have little 
bearing on present problems. They are designed— as, indeed, is 
the whole book— as a corrective to the wild statements that are 
often made from anti-landlord platforms. Ah such they are 
effective, and will prove of value to those who defend the present 
system. But they are as irrelevant as the statements which 
they rebut. 

There iis, ;Aowever, a great deal of relevant informatiou in the 
book. Thrown into the scales against the exaggerations of less 
cautious reformers it will help the reader, wlio has not time for 
independent researuJi, to hold the balance evenly between the 
landlord and his enemies, and to think straight on questions 
which are rapidly becoming the dominj^nt issues in party politics. 

G. F. Shove. 

An Introduction to Economics for Indian Students. By W. H. 

Moreland, C.R.L, C.I.E. (London : Macmillan and Co. 

1913. Pp. xix + 343.) 

This is a cTediiable attempt at a straiglii forward account of 
the broad elementary principles of economics, with useful illus- 
trations from Indian experience. The amount of ground covered 
is not very great for the number of pages ; and when it is remem- 
bered that the bdbk is intended for readers for whom English is 
not their native tongue, and many of^whom must on that account 
alone plod through its arguments very slowly, doubts arise as 
to whether a greater amount of condensation would not have been 
of advantage. How far to condense introductory text-books is 
always a difficult problem, but it would seem that the dangers 
arising from hasty reading and the overlooking of qualifying 
clauses— perhaps the chief drawbacks to most attempts at giving 
very brief statements of theory to elementary students— are con- 
siderably less when the student has to translate phrase by phrase 
from the author’s language to the language in which he himself 
carries on his reasoning and revises his conceptions. Unquestion- 
ably it should prove a useful volume for teachers of economics in 
India, suggesting ways of bringing out differences between Indian 
conditions and the ordinary social assumptions underlying the 
text-books to which English students are accustomed. The author 
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makes no use of diagrams ; though, on a priori grounds, one might 
have expected that the use of this cosmopolitan language as 
supplementary to the reasoning in English would have been 
especially advantageous for many of his readers. The chief value 
of the book perhaps lies in the chapters on Eent, Wages, Interest, 
and Earnings of Management, in which the author brings out 
methodically the outstanding forms of economic friction that 
prevent the easy application of orthodox principles to Indian 
conditions. In his chapters on Interest it is regrettable that no 
attempts are made to get below the surface even far enough to 
bring out the relation between the representatives of capital 
(bankers’ “money’’) and concrete capital apparatus; and such 
statements as this — “capital can be moved from place to place 
more easily and more quickly than wheat ” — seem likely to prove 
misleading to students whose bias is perhaps especially strong in 
the direction of confusing money with wealth. 

L. Alston 


Corporatx Promotions and Reorganisations , By A. S. Dewing, 
Ph.D. (Harvard University Press. 1914. Pp. 615. Price 
10^. C)d. net.) 

The striking feature of this volume lies in its immense amount 
of information and detail relating to the “trust movement” in 
the United States. The author is to be congratulated upon his 
pertinacity in bringing together such a mass of information of a 
most complex character in a clear and systematic volume. 

Mr. Dewing has surveyed in detail the l^fe-histories of a 
group of American trusts selected to illustrate those which have 
passed through a complex hycle of promotion, failure, and re- 
organisation, in order to bring out the actual powers of the 
“trusts” as aggregates of capital fundamentally dependent upon 
the general conditions of their respective industries and of business 
efficiency. The conditions of promotion, causes of failure, those 
necessitating and determining the success of trust “reorganisa- 
tion” are kept in view in particular. Some fifteen American 
combinations are thus considered, each representative of a par- 
ticular branch of industry. Thus are taken in turn the consolida- 
tions of firms producing leather, starch, glucose, cordage, electrical 
apparatus, salt, bicycles, malt, cotton yarn, cotton duck, asphalt, 
glue ; of building construction, realty, and shipbuilding. In each 
case the general conditions of the particular industry and their 
bearing upon the possible efficiency of a trust are first outlined 
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carefully ; then the causes and methods cf trust promotion are 
minutely indicated in the particular cases, and the conditions, 
personal, economic, financial, and business, which produce failure, 
are analysed and surveyed. In each particular case, too, the 
methods of reorganisaiiion adopted and the consequent position 
are considered in detail. Throughout the volume official docu- 
ments invaluable to the student cf business organisation and 


industrial combination are reproduced. 

In the latter portion of the volume the author carefully surveys 
the general character of the periods and methods of promoting 
“trusts,” the degree of cordro! obtained, the profit.s, anticipations, 
and result.'-', ciipitalisation and t lie managerrumt of securities, llie 
section which co-ordinates the data, relative to these points and 
outlines the causes of failure of particu.ar trusts (as the diffusion 
of responsibility and organisation, lack of loyalty on the part of 
officials, of any jamsonal ties helweon the trust and their em- 
ployees and customers, the prejudic,e of traders and the public, 
weakness of finance and organisation &c.) is extremely sugges- 


tive. Idle last chapter deals witli the general problems of corporate 
reorganisation, the ex[K!dients designed to bring temporary and 
permanent relief, their relations to employees, bondholders, 
banking and merchant creditors, and stockholders. 

Throughout, the great infiuence of Jegal conditions upon the 
trust movemhnt in U.S.A. is closely indicated. Tlie volume in- 
dicates the right direction for study of the trust problem , now that 
the general position has been made clear, vi/.., the detailed study 
of the position, |X)wers, and life-history of s|iecific consolidations 
selected from particular industries. Only thus can we properly 
gauge the monopolistic tendencies involved in tlie “trust move- 
ment.” The author rightly emphaSiscs the [Kiwerlessness of mere 
aggregates of capital to hold monopoly for long, unless they are effi- 
cient business units with a strong human element of ability, 
goodwill, and a strong hacking of monopolistic advantages. Other- 
wise internal financial difficulties, and newly arising competition 
assuredly undermine their fabric. The author confirms the predic- 
tion that the trust (apart from monopolistic advantages not to be 
reproduced) is essentially as dependent upon its efficiency as an 
instrument of production and distribution as is the small private 
firm Hence the author hazards the belief that the trust problem 
will work out its own solution. From this point of view we should 
like to have seen the author consider the position of specific con- 
solidations that have acquired and have held a strong degree of 
monopoly power. It would probably confirm by a negative 
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method the conclusions arrived at by the positive treatment con- 
tained in this most valuable volume. Although at times the 
weight of matter inevitably makes for heavy reading, the style 
is throughout clear, and precise, and interesting. 

George B. Carter 

American Syndicalism: The LW.W, By John Graham Brooks. 

(New York : The Macmillan Company. 1913.) 

A STUDY of this book is useful inasmuch as it shows very 
forcibly to what extent Syndicalistic doctrines can be carried. It 
should be remembered, however, that it is the peculiar growth 
of such doctrines in the United States that is dealt with, and that 
though the aim of English Syndicalists may be the same, the 
methods they would seek to employ and the material they have 
at hand are totally different. 

The author appears to regard Syndicalism as merely an 
emphatic protest against the social conditions of to-day, similar 
in aim to many protests which have gone before, but possessing 
great power for good and evil in its doctrines. The “Industrial 
Workers of the World,” we are informed, “owes its origin — it 
will owe its continuance — to industrial disorder and strikes.” It 
might have been added that strikes and the worst forms of indus- 
trial disorders will owe their continuance to that organisation 
which has during the last decade played such a powerful, almost 
notorious part in all industrial crises in America. For the move- 
ment is not an economic or political one. It is a class movement. 
The object of the organisation is to prove that the working class 
and the employing class have nothing in common. As it takes 
this as its basis, it is not diffiQult to see why it does not pretend 
to be an economic movement. Socialism was losing its idea of 
an internecine class w^ar; a new doctrine and a new creed had 
to be devised for the fanatic, and Syndicalism was to provide this. 

Hitherto it has failed to realise completely or to eradicate in 
the slightest degree a schism which is no less real than the gulf 
between employer and employee. Skilled and unskilled workers 
have interests which are the poles apart. The interests of the 
aristocracy and democracy of labour are hopelessly antagonistic. 
A commonwealth of labour is an impossibility. 

Mr. Brooks surveys the whole sphere of activity of the I.W.W. 
and traverses the different methods of warfare which they apply 
and those which they might apply. He does all this in a spirit of 
genuine sympathy, thoifgh his critical faculty is always uppermost. 
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The narrowness and bitterness of the movement are justified ; it 
is a spiiit which is not altogether to be deplored, since it gives 
reinforced exj^ression to the urgent need of social reform. The 
tendency to depreciate what the movement owes H the “intellec- 
tuals” and the virulent attacics which have beer made upon them 
are criticised, and the debts of the movement to them are 
summed up. 

The ideal state of the American byndicalist is not to be a 
democracy, but an oligarchy. They have the utmost contempt 
for the rule of the many. “Small, energetic uiinorities” are to 
seize, control and exercise it for the benefit, perhaps of the many, 
but more probably of those “small, energetic minorities.” 
Economic doctrines no less than politicnl are completely disre- 
garded by the apostles of the I.W.W. “Sabotage,” they say, “is 
solely against the boss,” forgetting that such drastic means and 
their results invariably tel) more heavily on the weak than on 
the strong. 

The book, in fact, furnishes a strong indictment against the 
existing methods employed by syndicalists, and contains a plea 
for ending a policy of negation, because it must be futile in its 
effects. A strong case is made out for t})e evolution of a positive 
policy, which will slowly encroach on the present system owing 
to its superior justice, organisation, and practicjfbility. At the 
present time the only practical value of Syndicalism seems to be 
that it might speed up the otlier reforming bodies and, by adver- 
tising by blood the defects of the present system, secure reform 
within. These reforms from within would, however, be opposed 
to the fundamental objects of the Syndicalists. They are so con- 
vinced of the entire rottenness of the existing system, that they 
see it decrepit and hastening to deoey. The existing system may 
be bad. Is it weak? The Syndicalists may have a great deal 
of justice on their side, but have they the means, the organisation, 
the men, the brains to replace the present system by a better? 
If the author’s summary of their arguments is fair, and if his 
quotations from their works are representative, the answer to the 
latter question is an emphatic negative. They are too much 
afflicted with what the author well calls “adolescent pranks.” 

Mr. Brooks’ position seems to be this : He has closely followed 
and earnestly and fairly interpreted Syndicalist movements and 
doctrines in America. This study of the social problem has con- 
vinced him of the need of drastic and immediate reform. He flirts 
with the aims of the Syndicalists, but is entirely out of sympathy 
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with their means, which he regards as worse than useless. There 
is no rough-and-ready method to attain Utopia. Harsh cautery, 
sabotage, di]*ect action, the general strike are all useless to promote 
peace in the industrial world. He sets two questions for the 
Syndicalists to answer : — (1) How are the means of production 
to be taken over ? (2) What proposals have they for positive con- 

structive action? The attempted solutions to these problems are 
reviewed with justice and sincerity, but the inquiring mind is not 
satisfied. After many questionings and doubts the author’s 
whole position is finally made clear in one sentence : “Until we 
learn a new solicitude for things that shame us, this sharp surgery 
of revolt is to be welcomed.” 

James Conway Davies 


Gorso di Scienza delle Finanzc, By Luigi Einaudi. Second 
edition. (Turin. 1914. Pp. 1010. 20 lire.) 

The author warns us that this volume of more than a thousand 
pages is the result of several years’ instruction given by himself 
in different universities, and is, in fact, a series of lectures repro- 
duced by his stodents. We must not forget this warning in pro- 
nouncing judgment on the work before us; and we propose to 
confine ourselves to examining the author’s general conception of 
public finance as a science apart from economics and other social 
studies. This indeed seems the most interesting side of the work 
at the present time, when many students are trying to remove 
public finance from its uncertain and confused position in order to 
give it a scientific status on a^ level with economic theory, demo- 
graphy, &c. 

Professor Einaudi holds finance to be a study of prices, and 
it is only when considered from this point of view that he will 
allow it the character of a true science. But with what prices is 
finance concerned? Not with private prices, the study of which 
belongs to economic theory, replies Professor Einaudi, but with 
quasi-private and public prices; with charges (tasse), levies, and 
taxes. 

The author puts his case as follo\vs : — A quasi-private price 
appears when, for example, people obtain their firewood by means 
of the State. Here is a private need ; yet men rely on the State 
to produce firewood for them and to sell it to them at the market 
price, because by this means they incidentally secure — and it is 
felt that they secure only through State organisation — the pre- 
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servation of the forests, which is to the advantage of the public 
as a whole, quite apart from that of its individual members. 

A public price emerges when men provide, by means of a 
State railway, for the satisfaction of their separate and distin- 
guishable wants of travelling or sending goods by rail- This is a 
private want, wdiich men do not, however, desire to satijfy by 
private efforts, with prices privately settled, since such prices 
might be raised excessively by monopoly. By handing over the 
undertaking to the State, men obtain or hope to obtain a lower 
public price. Such a method of management (either directly by 
the State or through State delegation to a private body) is a 
necessary condition for a public price, '^rhe public price is paid 
voluntarily just like a private or semi-private price, since the 
State aims only at the satisfaction of an individual w^ant, at a 
lower cost than would be fixed by private effort, 

A charge (tassa) appears wheri, for exam])le, men provide by 
a State railway, not only for the satisfaction of their pri\ate and 
separate desires of travelling or of transmuting goods, but also for 
other needs whicli are common to all and cannot be individualised, 


siK h as that of national defence, by enabling mobilisation to bo 
promptly effected by rail. The price paid is called a charge 
because it only includes the separable iK>rtion of the service ren- 
dered, wliile the indivisible portion is paid for iwm the taxes 
proper. This charge is voluntary, bec«niS6i it is only in their own 
interest that people traved and use the railway service. 

A levy comes about when men provide for the satisfaction ol a 
want common to all and indivisible, such as the construction of 
an ordinary road, the benefits from which it is practically im- 
possible to allot % the different |wople who use the road ; and 
when a private and individual want js satisfied at the same time 
which is divisible among those to wliorn the public road gives easy 
access to their own house or property. These persons are then 
called on to pay levies or contributions towards expenditure wl)ich 
is primarily of public utility. Such a contribution is compulsory, 
because otherwise tlie private individual would wait for the road 
to be made, in the public interests, and would then use it to 


reach his property, wdtbout any payment. 

Taxes proper (im|>oste) are levied for the satisfaction of needs 
common to all and indivisible, such as national defence. As it 
is impossible to measure the benefits thus conferred on individuals, 
the cost is shared among all citizens with due regard to the neces- 
sary considerations which are dealt with later, such as proper- 
tionateness to property or to ability to pay. Such a tax is com- 
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pulsory, because otlierwise all would prefer to benefit by these 
indivisible services without paying for them. 

This is the substance of pp. 24-25 of Professor Einaudi’s book, 
and a little later he adds: — “Starting from the quasi-private 
prices, and proceeding upward through public prices, charges 
(tasse), and compulsory contributions, till we reach taxes proper 
(imposte ) , we find a graduated series of facts that are further and 
further removed from private economics till the true sphere of 
finance is reached.” 

We must confess that our own conception of Finance, regarded 
as a distinct science, differs greatly from that which appears in 
these passages of our author, passages that we have reproduced 
literally. Whenever the State or some other public body supplies 
any kind of service or sells any sort of commodity to individuals, 
and is paid a price directly and immediately for the whole or 
part of these, we are no longer faced by a problem of Finance, 
but by an economic problem pure and simple, a special case in 
the general theory of prices ; and especially by the prices ruling 
in some particular economic organisation. The name given to 
these prices is altogether secondary, and not worth the trouble of 
discussion. It is rather the general theory of what is known as 
the repercussion of taxes, which, in our opinion, is the funda- 
mental problem of the true theory of Finance. And there are 
other problems, too, before the subject is exhausted. Why is a 
certain tax imposed in a given country at a given time? On 
what principle is the burden shared? Why does it bear upon 
one social class rather than upon another? 

The author has one merit which must not be underrated : 
his treatment of the subject is wholly free from' the metaphysical 
method, the most burdensonrie and disastrous by which a growing 
science can be approached. Guido Sensini 

Uindustria domestica salariata nci rapporti interni ed inter- 

nazionali. By Federico Marconctni. (Turin. 1914. 

Pp. 847. 12.50 lire.) 

The author understands by home work for wages a system 
of production of certain economic goods with the following charac- 
teristics : — (1) The worker is employed on material provided not 
by himself but by an entrepreneur, generally by means of a 
middleman or sub -contractor ; (2) the work almost always takes 
place in the worker’s home, with tools that may or may not 
belong to himself; (3) the product goes from the worker not 
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direct to the consumer, but to the middleman who is responsible 
for the worker’s ])aymcnt (p. 35 IT.). Such a 8j!:item of production 
is now Very widespread, especially m the manufacture of objects 
of fash’on, in that of so-called objects of luxury, ; and the 
author ]>omts out carefully the causes of this (pp. 25-38). 

Signor Marconcini offers us a quantity of most inter estirg 
statistics, on the extent and present conditions ot home work 
for wages, in the chief countries of Europe, sueJ^ as Austria, 
Belgium, France, Germany, England, Switzcrliind, Italy, 

This, in our opinion, is scientihcaliy the most im|>ortant |)art 
ot the work, and in it a. phenomenon, which has certainly not 
received too muci) attention, .is very well treated in its different 
aspects. The statistics collected and the general observations 
confirm all that has hitherto been more or le;,s vaguely recorded 
al/out the marked inferiority of wages in home industries com- 
pared witli those obtained In factory workers. The reasons for 
this are easy to understand, and a. number of theni are indicated 
by tlic aiitlior himself. But, overborne by the feelings that the 
unhappy conditioiis of the workers, and especially of the w'omen 
workers in home industries, arouse in the humane mind, he ends 
by abandoning his objective inquiiy in order to give scope to 
these feelings, and to liasten to imaginary remedies for the 
ills described. We believe, for instance, that State intervention, 
urgently desired by the author, wmnld be tlie best means of 
increasing such evjis rather than of eliminating them ; nor does 
the example of foreign legislation seem to us encouraging. 

Ihof. Ijoria. has written a [>reface to the volume, in wliich tlic 
sentimental and literary points of view [)redominate over the 
scientific. 

Guido Sensini 

Die enghschc Arbeiter parte i. By Dr. Gerhart Guttler. (Jena : 
Gustav Fischer. 1914. Pp. x-f 210. Price 5 marks.) 

Celbe Gcwcrkvereine in Frankreirli {Syndicats jaunes). By 
Dk. Karl Fessmann. (Berlin : Leonhard Simion Nachfolger. 
1914. Pp. xi + 119.) 

There is a certain similarity in these two treatises. Both 
liave the characteristics of good doctoral dissertations, so common 
in Germany ; they give detailed consideration to comparatively 
limited subjects, and in each case it is one aspect of the Trade 
Union movement that receives attention. In the long run, no 
doubt, very specialised studies such as these will contribute some- 
No' 96.— VOL. XXIV. R R 
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thing of permanent value for the future historian of Trade 
Unionism. But a good deal of what they contain will pecessarily 
have to be reconsidered in the light of later events. 

For ^Jnglish readers there is little that is new in Dr. Guttler’s 
careful narrative of how the English Labour Party arose and what 
it stands for. But German students should find the book useful. 
The author has read widely and writes with appreciation of the 
main currents of the English labour movement. But whether 
Mr. J. Kamsay Macdonald’s Socialism deserves special considera- 
tion in a separate chapter is doubtful. Even our author admits 
that there is nothing particularly original in the well-known and 
capable Labour member’s view^s. However, if this chapter is 
superfluous, the succeeding one, giving a systematic account of 
the Labour Party’s programme, is good. 

In Dr. Fessmann’s study of the Yellow (anti-Socialist) 
Trade Unions in France there is also evidence of wide reading 
on almost every page. As for the origin of the term “yellow ’* 
in this connection, it is interesting to note that the author rejects 
the current story of the crowd breaking the wundow^s of a cafe 
in which the group of Trade Unionists w'ere in conclave, and 
the proprietor covering the broken panes with yellow paper. 
His own version is that, just as the socialist '^J’rade Unions are 
generally knbwn as red, so by contrast these, their opponents, are 
dubbed yellow — yellow signifying renegade, coward, weakling. 
Yet, despite their contemptuous name, this section of French 
Trade Unionists, in the opinion of the author, have contributed 
to check the march of the extremists (the C.G.T.), to the advan- 
tage of French national life. Whether there is truth in this 
judgment remains to be seen ; but certain it is that Dr. l^essmann 
has given a readable accoiurfc of a section of the Labour movement 
in France of which not much is known in the world beyond. 

M. Epstein 


Lohne und Lebenskosten in Westeuropa im 19. Jahrhundert, 
By Dr. Carl von Tyszka. (Munich ; Duncker und Humblot. 
1914. Pp. viii + 291. Price 8 marks.) 

Many inquiries concerning wages and the cost of living have 
been made of late, but in the majority of cases the period of time 
covered was not an extensive one, and therefore useful com- 
parisons were not possible. An inquiry over a fairly long peiiod 
consequently would serve a good purpose, and this Dr. von Tyszka, 
who is an assistant in the municipal statistical office of the city 
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of Leipzig, has provided. But not only has he dealt with a long 
stretch of time — the nineteenth century : he has also included 
five geographical areas — France; Great Britain, Spam, Belgium, 
and Germany. His tables are not based on original resfearch, but 
they are exceedingly well put together, and add to the usefuhiess of 
a careful oresentation of facts. We are accustomed by this time 
to expect excellent compilations and reports in the series known 
as the Schriftc 7 i dc$ Vercitis fur Sozialpolitik ^ and the book before 
us, the third section of Vol. 145, is no exception to the rule. 

In all the five countries the general result arrived at is that 
wages in the course of the nineteentli century have steadily 
increased. This ^\as cdiielly in consecjuence ol the industrial revolu- 
tion, which replaced manual work by mad lines and made Western 
Europe, sleepy and agricultural as it then was, into a great 
industrial entity. But wdiile nominal wages rose pretty w'ell 
everywdiere, the cost of living rose as well. Here it is interesting 
to note the author’s conclusions. Of the live countries considered, 


and taking tlie last forty years, nominal wages have risen most in 
Germany and least in Great Britain. Yet when we come to look 
at real wages, tlie German workman is worse olf than his English 
brother. But better off tiian either is the Frencli workman, 
who has, indeed, to face a gradual rise in the price the neces- 


sities of life, but who at the same time Receives an increase in 
his wages much greater in proportion. The general rise in the 
standard of comfort in France, however, our autlior thinks, costs 
too much in terms of national well-being, when it is remembered 
that the decline in the population is becoming one of the most 
serious problems ^)r French statesmen. Moreover, when we 
compare the conditions in England with those elsewhere, we fin 
one very striking fact. On .he whole, tlie cost of living m 
England has tended to fall, and the reason given is the Free 
Trade policy of this country. When one considers the famine 
prices of meat in Germany in recent years, when one recalls that 
orettv well on all its frontiers there was an ample supply of 
Lttlo^ which could not be imported only because of the P^o^ctive 
policy of the German Government, it is easy to understand tha 
Dr von Tyszka should write so admiringly of the hree Trade 
of England We believe that he has here propounded a view 
hns a good deal of truth in it. 

The er.lt value of the book, however, he. m it. 

L of great interest for its comparative hgures . ^ ^ ^ 
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— 

Percentage of total income of a working-class 
family spent on the headings given in 

Great Britain. 

Germany. ’ 

United States. 

Food 

68*32 

66*80 

54 10 

Warmth and light 

8*34 

5*00 

7*00 

Clothing 

16*67 

15 80 

16*20 

Housing 

16*67 

22*40 

22*70 


100*00 

100*00 

100*00 


There is only one striking desideratum in the book : a good 
index. Useful in any book, an index in just such a book as this 
is almost a prime necessity. 

M. Epstein 



THE INFIjUENCE OF THE WAFv ON EMPLOYMENl . 


When the war first broke inx)n Europe there was no question 
on which public opinion was more vague and uncertain than 
that of the effe^*t on itidiistry and emfdoyinent. ^’'he most con* 
tradictory prophecies were abroad, and there were few who did 
not fec^l quite at a. loss to choose l>etween them. general 

attitude was one of being prepared foi anything that might happen. 
Certain consequences, it was true, w<nv plain and clear. dYade 
with the enemy coUiitries would cease entirely ; and British trade 
with (lermany and Austria was no ncgligiido matkir. Trade with 
the friendly belligerent countries would be ViU'y seriously inter- 
iHipied, for the war must completely upset their normal economic 
life. Finally, trade with neutral States, especially with the neutral 
States on the Continent , would be curtailed l)y^ the risks ol 
transport in war-time and the consequent increase of cost of 
freight and insurance. Factors siudi as these were definite and 
tangible : tliey cxnM he r(‘.adily understood and appreciated ; and, 
l)ecause they could be understood, their im|M)rtance could he fairly 
gauged, and their consequences anticijiated without wild surmise 
and in reasonabl.f just perspective. Against, these disadvantages 
there could be set certain advantages from tlie point of vieAv of 
the immediate demand for labour, equally definite and tangible. 
There would be an immense increase in Government contracts, 
and a ^^reatly increased demand tor labour in those trades which 
could supply the needs of the military forces, llecruiting would 
withdraw large numbers from the laljour market. Against the 
loss in foreign trade there would be a partial comixjnsation in the 
larger home demand for those goods which had been hitherto 
supplied mainly from abroad. It was not, of course, possible to 
strike a precise or accurate balance of these gains and losses. 
Much must depend on the uncertain issues of t)ie war. But so 
far speculation was at least in the realm of well-understood causes 
and effects ; and it had to guide and illuminate it a large store of 
relevant experience of previous wars. But at this stage a new 
force had to be reckoned with, uncertain, mysterious, formidable. 
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What of the effect of war on finance, and of a financial collapse 
on the whole industrial system? Here past experience seemed 
of little value ; because, apart from the unprecedented dimensions 
of this war, the credit system was known to have developed in 
recent years 'out of all recognition. Everyone knew that industry 
now was based to a degree far greater than ever before upon 
credit. Everyone knew that the maintenance of credit and the 
maintenance of confidence were identical things. Everyone knew 
that war was fatal to confidence. Would not the financial system 
go to pieces, and would not the industrial system share in its 
ruin? The Stock Exchange had been described as the economic 
pulse of the nation. What would happen if the pulse should 
cease to beat? Such were the vague and limitless forebodings 
with which many jDeople awaited the economic effects of the war. 

It is possible to-day, with more than three months of war 
behind us, to bring the main issues to the test of actual fact. 
Broadly, alarmist prophecies have been refuted. Our financial 
system has shown itself ix)ssessed of considerable resilience and 
strength. The unprecedented strain has bent it rudely out of 
shape, but it has not broken it. Still, the financial confusion 
has been considerable : the noteworthy tiling is how small a part 
has been communicated to industry. Despite the moratorium and 
closed Stock Exchanges, there has never, so far, been an amount 
of unemployment that fcan be called serious. In a number of 
industries, it is true, there are men and women out of work 
and a great many more on short time ; but such distress is well 
within the limits of an ordinary depression of trade. It is note- 
worthy, too, that the unemployment which exists is in the main 
to be explained not by the vague, mysterious influence of credit, 
but by the definite and tangible factors first mentioned — the loss 
of markets, the difficulties of export, or the cutting off of a raw 
material. In particular it is to be observed how the dominating 
factor throughout has been the easily understood influence of 
Government demand. It w^as the commandeering of horses which 
in the early days of the war threw the cartage trade into disorder ; 
it is the Government demand for uniforms which, in the woollen 
and worsted industry of the West Eiding, has now turned what 
promised to be a period of depression into one of exceptional 
activity. Beside the operation of this single factor, the effect on 
industry of all the alarums of the financial world has been small 
indeed, a result which confirms the wisdom of those who place 
their faith in the underlying realities, and is a warning to the 
zealots of financial mysticism. 
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The tables which follow are taken from a White Paper' 
recently issued, which has been prepared by the Board of Trade, 
and which shows tbu course of employment dowm to the middle 
of October. They are the result of a particularly thorough and 
exhaustive inquiry, which reflects credit not only on the Board 
of Trade, but on the employers, who have been the main source 
of information, and who, in spite of a somewhat bewildering 
sequence of demands, have been at much j^ains and have displayed 
much patience in supplying returns. The investigation covers no 
fewer than 66 per cent, of the workpeople employed in large firms 
in industrial occupations, and 10 per r*ent. of those m small firms. 
The material thus provided is of a quality far superior to that 
usually available for estimating unemployment, and a number 
of indicntious point to the conclusion that the figures finally arrived 
at seldom deviate far from accuracy. In judging the influences 
at work in various trades and districts, the writer has been inucli 
assisted by a systematic l^ivss-cuttiug record which is being con- 
ducted by the Garton Foundation. 


I. 


Thu Level of TTnemployment. 


A general notion of the trend of employment in the country 
as a whole can be obtained from Table I. 


Tablk T. 


( of Employment ifi industrial occupations in September and 
the period before the War. Proportion of EmployeeH on Short 
employment and joined forces 


October compared 
Time, left former 


September. 


Oetober. 


Out of every 100 employed 
in July. 

Males. 1 

! 

Females. 

1 

Males, j 

Females. 

Still on Full Time 

On Over Time 

On Short Time ... ... ••• 

Contraction of Employment 

Known by employers to have 

1 

GO-2 
! 3-6 

1 26-0 

! 10-2 

53-5 

21 

30-0 

8-4 

66-8 j 

5-2 

17-3 ! 

10-7 

J 

61-9 

5-9 

26-0 

G-2 

i 

i 8-8 

i 

! 

i 

1 10-6 

1 

j 

joined the forces 

Net displacement ( — ) 

!! -1-4 

1 

j 

1 -O-l 

i 


1 Beport of tbe Board of Trado on 
Kingdom in Mid-October. Cd. 7703. 


the State of Employment in the United 
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II. 

Unemployment in Particular Industries. 

The percentages of unemployment in the various industries 
are shown in Table II. This table, it must be noted, applies only 
to industrial occupations, and includes neither railways, docks, 
shipping, the carrying trade, agriculture, clerks, nor shop assistants ; 
nor does it include Government employment, in Woolwich Arsenal 
or elsewhere, which has expanded considerably since the war. It 
must be borne in mind that it shows not the amount or percentage 
of men actually out of work, but the increase as compared with 
the period before the war. 

Certain features of the table stand out. The percentage of the 
men employed in July, who were no longer in employment in 
October, is 10‘7. The percentage known to have joined the forces 
is lO’G. Almost all the contraction of male employment had thus 
been accounted for by recruiting ; absolutely all, it is not too much 
to say, when it is remembered that the enlistment figures include 
only those known to have enlisted, and are therefore, to some 
extent, though it seems to a very small extent, incomplete. The 
figures for wopien yield a more favourable result than the impres- 
sion generally entertained. In October the employment of women 
had been reduced by 6*2 per cent., a figure which is a decided 
improvement on the corresponding figure, 8*4 per cent., for the 
previous month. Nearly 50,000 women were re-absorbed in 
industry between September and October, leaving about 140,000 
still displaced. A considerable number, it seems probable, have 
been re-absorbed since. A .large number have obtained work in 
the many workrooms which have been set up all over the country. 
The percentage given is the percentage of those discharged from 
private employment, and of course includes those who have got 
work in the workrooms of the Relief Fund or any form of Govern- 
ment employment. Even in the case of women, therefore, the 
amount of actual unemployment is not large and is diminishing. 

Short time exists on a much more serious scale. In October 
short time percentages were 17*3 per cent, in the case of men, 
26*0 per cent, in the case of women. Of those affected, the 
majority, both of men and women, w^ere working three-quarter 
time or more. A large number were working between a half 
and three-quarter time ; while the number of those working less 
than half time was below 1 per cent, in the case of men, and 
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below 2 per cent, in the case of women. Short time of less 
than three-quarter time is confined to a very few industries, and 
is mainly to be found in the cotton trade of Lancashire and the 
coal trade in Northumberland and Durham. 

The trades which the above figures show to be most seriously 
aifected are cotton, furniture, and the cycle and motor trades, 
in the case of both men and women ; building and cement (in- 
cluded in the brick, stone, &c., returns) in the case of men, and 
the confectionery trades (accounting for the high figure for “other 
food ”) in the case of women. Of these occupations decidedly 
the worst are the cotton trade (covering 238,100 men and 388,000 
women) and the furniture trades (covering 130,900 men and 
21,800 women). It is on these two industries, in fact, that the 
main burden of unemployment has fallen. 

Cotton Trade. 

The factors affecting the cotton industry are very complex. 
The figures in the above table understate the actual loss of 
employment, for they take no account of short time. The follow- 
ing table for the Lancashire district supplies this deficiency : — 


Table TIT. 

The Cotton Tracb — Lancashire and Cheshire. State of Employment in October 
compared with July for large firms and small firms respectively. 


Approximate Tndustrial 

Males. 

Females. 

Population — Census 1911. 

209,500. 

336,800. 


Large 
• Firms. 

Small 

Firms. 

Large 

Firms. 

Small 

Firms. 

Employed in July 

Still on Full Time in October . . . 

On Over Time 

On Short Time 

Contraction of Employment 

100 

41-7 

0-3 

400 

180 

100 

40-2 

0-5 

40-3 

190 

100 

40-8 

0-4 

42-3 

16-5 

100 

44- 3 

45- 5 
10-2 

Known by employers to have 

^joined the forces 

Net displacement ( — ) or replace- 
ment (4-) 

6-7 

-1L3 

1 8-4 

-10*6 




It is worth noting not only how extensive is the amount of 
short time, but how much more seriously small firms are affected 
than large, a result which is typical of industry as a whole. In 
considering the cotton trade, it is, of course, important to bear 




1914] INFLUENCE OP THE WAB ON Ex^PLOYMENT 


599 


in mind that by no means all, indeed not the greater part of, 
the distress which exists is to be attributed to the war. Lanca- 
shire was| in any case, expecting bad times. Production had 
overreached demand ; and before the war the spinners of American 
cotton had decided to reduce working hours between July 7th and 
the end of September by 166^*^ hours, or roughly three weeks. 
For a number of reasons the war has accentuated the depression. 
Cotton is, to a greater degree than any other industry, an export 
trade, and has been especially prejudiced by all the disadvantages 
under which export trades have laboured, high rates for freight 
and insurance, the prohibition of code telegrams, and, in the 
early days of the war, the dislocation of the machinery of bills 
of exchange. Crermany, too, it must be remembered, was an 
important market for cotton manufactures. Tlie trade is not 
hampered by any shortage of raw’ cotton, at least not by any 
natural shortage. On the contrary, the unexpected excellence 
of the American crop has proved a. considerable embarrassment, 
and has led to the remarkable action of the Ijiverpool Cotton 
Associalion, who have contrived in fhe cotton industry of 
Jjancashift), the very citadel of free competition, to suspend free 
exchange and to maintain the price of cotton at an artificial height. 
But, like other textile trades, cotton has been hit by the scarcity 
of dyes. Thus, in respect of the cutting off of a G^man import, 
the loss of a German market, and the gefneral handicap to over- 
sea commerce, Lancashire has suffered from the special disad- 
vantages of the war. 

Th^e Woollen and Worsted Trades. 

It is interesting to compare with the cotton trade its fellow 
textiles, the woollen and worsted trades of the West Biding. 
These trades, like cotton, though not to the same extent, were 
affected before the w^ar by a depression. Like cotton, though again 
to a smaller extent, they depend for their prosperity upon foreign 
markets ; and here also Germany was an important customer. 
More noticeably than cotton, they have suffered from the scarcity 
of dyes and colours. In two respects, however, the one of^ 
undoubted, the other of problematical importance, the trades' 
differ. Woollen and worsted have benefited by the large demand 
of the Government for khaki uniforms and other military clothing. 
They also belong to the group of industries marked out by the 
enthusiasts of the “war on German trade “ for success in that 
enterprise, though in point of fact it is at the expense of France 
as much as of Germany that a,ny gains are likely to be secured. 
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So far the expansion in this direction has been small, and it is 
doubtful if it will ever be enough to counterbalance the disad- 
vantages of the shortage of German dyes. But the first factor is 
of paramount importance, and has produced in the woollen and 
worsted trade a situation which on the balance is decidedly pros- 
perous. The results are shown in the following table : — 

Table IV. 


The Woollen and Worsted. Trades — Yorkshire. State of Employment in October 
compared with J uly for large firms and small firms respectively. 



Males. 

Females. 

Approximate Industrial 





Population — Census 1911. 






84,;)0(). 

113,400. 


Large 

Small. 

Large 

Small 


Firms. 

Firms 

Firms. 

Firms. 

Employed in July 

Still on Full Time in October ... 

100 

100 

100 

100 

62-8 

46. 7 

63*0 

43-3 

On Over Time 

24* 1 

29*7 

22-2 

283 

On Short Time 

12-2 

19*7 

13-9 - 

23 0. 

Contraction of Employment^ 
Known by employers to have 

-fO-9 

3-9 

0*3 

5-4 

joined the forces 

Net displacement ( -- ) or replace- 

2-6 

5-0 



ment ('b) ...^ 

+ 3-5 

+1.1 




'^llie co-existence of a large amount of short time and a still larger 
amount of overtiiue is to be noted. Many branches of the trade 
are unaffected by (lovernment orders, and in these branches the 
condition of things is almost as bad as in the cotton trade. 

The Furnitnre Trades. 

The unemployment fx^rcentage is higher in the case of the 
furniture group (which includes cabinet-making and upholstery) 
than in any other industry, though the numbers affected are not 
large, except in London and the South-Eastern district. These 
trades have suffered from the scarcity of a variety of raw materials : 
wood, glass, mouldings, bronze powder, and metal-leaf, all being 
difficult to obtain. But the main cause of depression is to be 
found in the diminution of home demand. The furniture trades 
are dependent to a very marked degree upon general prosperity 
and confidence. They belong to the category of “luxury trades,” 
which are among the earliest and principal victims of a general 
retrenchment. 
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The building Trade, 

The figures of Table II. understate the unemployment caused 
by the war; for in July, the month with which comparison was^ 
made, the long London trade dispute still pursue! its course. 
The effect of the war is further obscured by the ^^eascnal variations 
which the trade is accustomed to undergo. A shortage timber 
has seriously aflected the trade; but in addition there is the 
general consideration that the building trader is one of tht group 
concerned in the production of “instrunjental goods/' wdiich, like 
luxury trades, arc marked out as special sufferers in a depression, 
and which, for that reason, were selected for the first experiment 
in unemployment insurance.* The building trade possesses the 
special feature that it is the industry in which it is most easy for 
the Government or the local authorities to counteract unemploy- 
ment at will by the undertaking of works which will always be 
useful and can generally be postponed. Local authorities have, 
in fact, attempted little or nothing in this direction, and the 
Government has blown first hot and then cold on the idea of 
their doing so. Many carpenters, however, have been employed 
by the Government in constructing huts for soldiers. 

Other Industries, 

• 

The cycle and motor trades, and confectionery, have already 
been mentioned as seriously affected. The cycle and motor trades 
are prominent luxury trades ; confectionery, which has been 
affected by the price of sugar, seems now to be improving consider- 
ably. In the coal^trade there has been a good deal of short time, 
especially in Northumberland and Durham, and some unemploy- 
ment. The tinplate industry, which was in a bad condition in 
September, has since made a great recovery. Employment is 
fair in the iron and steel trades. In engineering there has been 
a big reduction of employment, but it has been more than met 
by recruiting. Ship-building is, on the whole, satisfactory. In 
the linen trade the actual reduction in employment has been 
small, but there is a very large amount of short time, especially 
in Ireland, most of which is not of a serious nature. The chief 
cause is the shortage of the raw material from Eussia, while the 
scarcity of dyes is a contributing factor. The linen trade may 
hope to gain somewhat in the markets of the world at the expense 
of Germany, and more particularly of France, and it will be 
interesting to note its future course. It will be interesting, too, 
to note the course of employment in the potteries (glass, china, 
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Ssc\), SO far apt very satisfactory; for these trades were selected 
^by riae Board of Trade, for the second of their exhibitions of 
German and Austrian manufactures. 

III. 

Non-Industrial Occupations. 

It remains to deal briefly with the occupations not included in 
the above returns. The classes most seriously affected are stock- 
brokers’ clerks and those engaged in the artistic professions. The 
latter class have, in fact, suffered relatively more from the war 
fhan probably any other body of people. The conditions of 
employment for clerks as a whole are not worse than in industry. 
It is noteworthy that clerks have contributed to the Army a 
particularly large percentage. Employment at the dodks has 
varied more than in any other occupation, both from week to 
week and from place to place ; and the future is uncertain and 
difficult to gauge. Just now, however, wuth a large number of 
dockers employed by the Government at Havre and other French 
ports, conditions are in the main satisfactory. In ag‘riculture 
there is a shortage of labour. Government employment has 
improved considerably since the war, and has absorbed large 
numbers, particularly of engineers and mechanics, who appear 
in the percentages of unemployment. 

IV. 

Thu Future. 

If such is the state of employment at the present time, what 
is likely to happen in the fuiure? There is no reason to expect 
any great change for either better or worse during the period of 
the war. If the destruction of the Emden is followed by the 
sinking of the German cruisers still at large in the Pacific, the 
prospects of our over-seas trade will improve ; and it may be 
that British traders will gradually obtain a certain foothold in 
tliQ foreign markets previously served by Continental firms. But 
it would be rash to attach much importance to either of these 
possibilities. The diflSculties caused to some industries by the 
scarcity of raw material may be partially met from British sources. 
It is likely that the home demand in the “luxury trades’" will 
recover somewhat with reviving confidence and with the growing 
inconvenience of postponing purchases. On the other hand, some 
industries which have been sustained by working off old orders 
have yet to feel the full effects of the scarcity of new ones : some 
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firms, which have held on as best they could for as long ai|.4lic3f 
were able, may shortly be compelled to abandon the struggle. 
the whofe, such changes as we may reasouahly expect in th,e 
near future are likely to be foi the better. Industry would api>^r/ 
to be settling down to an equilibrium at a point wJiich will plti- 
mately be a rather more favourable one than the present, and 
w^hich in the absence of any rude and unexpected shock will 
last indefinitely through the course of hoitilities. ^ 

But this conclusion applies, of course, only ^o the period of 
the war. With the signature of peace the economic situation 
will be changed, and industry will enter upcn difficult an^ 
troublous times. Somehow^ sooner or luter, it must re-absorb 
a million men, deprived of the support which it at present receives 
from war exfxmditure. The transition to a normal state of affairs 
may be partially smoothed by a period of reconstruction ; it may 
i)e facilitated or impeded by monetary events* but when all 
allowance has beem made on the most favourable assumptions 
for such influences, the problem ncaains in magnitude and 
character essentially unaltered. We can hardly expect it to be 
finally so^ed without a period of wides 2 )read unemployment and 
acute distress. But though this is only too likely to hajrpen^ it 
is ordained by no behest of economic necessity, by no fiat of 
inexorable laws. Six years ago, in a book which has already 
borne rich j^ractical fruit, Mr. Beveridge pointed out the true 
nature of the problem of unemployment. It is not a question 
of the general level of prosperity, but simply of adjustment and 
organisation. We are so accustomed to regard unemployment 
as an index of national prosperity, that it is hard to. bear this 
truth in mind. But to-day it is written large, for all who have 
eyes to {>erceive, in the Board of Tfade returns. The war has 
brought little unemployment ; that does not mean that there has 
been little economic loss : it means that the economic loss has 
not been translated into terms of unemployment. It need never 
be so translated. War U 2 >sets the normal equilibriumr of the 
labour market); but, by a fortunate aqcident, the result of no 
plan or purpose, it leaves for the time being a tolerable adjustment 
in its place. It will bo for conscious, deliberate organisation to 
achieve a comparable result w*hen the war is over. If it is 
unequal to this task, and if to the great economic injury which 
the war must bring there is added the further waste and suffering 
of unemployment, no more than war itself will that have been 
inevitable; but, like war, it will spell ‘'a failure of human 
wisdom.” 


H. D. Henderson 



ISSUE OF EMEFGENOY CUKKENCY IN THE 
UNITED STATES. 


Thk Aldrich-Vreeland Currency Act of May 30th, 1908, was 
avowedly a temporary measure, tlie motive of which was to 
provide a |)ossible method of currency expansion in case the 
country should be threatened by another panic before the thorough- 
going currency and banking reform then contemplated could be 
effected.^ The Act was to expire by limitation June 30th, 1914. 
Up to July 1st, 1913, twenty National Currency Associations had 
been organised. These Associations comprised 339 national banks, 
or about 4J per cent, of the total number, and represented about 
$365,000,000 capital, or about 35 ])er cent, of the total capital. 
As early as 1910 the Comptroller of the Currency had reported 
that circulating notes had been printed under the provisions of 
this Act to the amount of $500,000,000, and had been stored 
away tor use in case of heed. Down to the time of the passage 
of the Federal Reserve Act, December 23rd, 1913, not a dollar 
of this emergency currency had ever been issued, and there was 
little prospect that it ever would. Bankers generally expressed 
their unwillingness to issue currency under t^)e Act, except in 
case of an extreme emergency, because to do so would be to 
advertise to the world that d.hey were in a precarious financial 
condition, which would of itself aggravate the evil to be remedied. 
Furthermore, the tax on the issue of this emergency currency 
was high, beginning at 5 per cent, per annum for the first month 
and increasing by one per cent, each month until it reached 
10 per cent, per annum, and the machinery of issue through 
Currency Associations was complicated. When the Glass-Owen 
Bill, which became the Federal Reserve Act, was before Congress 

^ This Act provided that, subject to certain conditions, banks belonging to a 
National Currency Association, could, “if in the jud^ent of the Secretary of the 
Treasury business conditions in the locality demand additional circulation,'’ issue 
additional bank notes, on the basis of any securities, including commercial paper, 
approved by the Treasury and deposited with them, to an amount not exceeding 
76 per cent, of the cash value of the securities so deposited. Such notes were to be 
a first charge against the assets of all banks belonging to the association, and might 
not exceed $500,000,000 in total aggregate. 
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no one took very seriously the provision extending for one year, 
with a reduction in the tax rates the emergency currency sections 
of the Aldrich-Vreeland Act. It was looked upon as a pre- 
cautionary measure which w^as extremely unlikely to be needed, 
much like the purchase of an accident insurance ticket for a one 
day’s journey. But in this case the accident occurred. It was 
the outbreak of the European War, anu in the financial strain 
and confusion which resulted during the montlib of August and 
September this emergency currency proved of gicat service. In 
August a large number of new Naiional Currency Associations 
were hurriedly organised, and the areas covered by several of the 
older ones were extended. •Congress on August 4th passed by 
unanimous vote an amendment to the emergency currency section 
of the Federal Eeserve Act. It authorised the Secretary of the 
Treasury, “whenever in his judgment he may deem it desirable 
... to suspend . . . [certain] limitations . . . which prescribe 
that such additional circulation . . . shall be issued only to 
national banks having circulating notes outstanding secured by 
the depo^ of bonds of the United States to an amount not less 
than .40 per centum of the capital stock of such banks, and to 
suspend also the condition and limitations of section 5 . . . 
except that no bank shall be permitted to issue cir(^ulating notes 
in excess of 125 per cent, of its unimpaired capital and surplus.” 
The amendment further authorised the Secretary of the Treasury 
in his discretion to extend its benefits to all qualified State banks 
and trust companies which had joined the Federal reserve system 
or which may contract to join within fifteen days. 

Buring August^approxirnately $141,000,000 of this emergency 
currency was issued, and by October 26th the total issues had 
amounted to approximately $369,000,000. By the latter part 
of October the financial situation had so im2)roved that the 
currency was proving redundant, and under the influence of the 
progressive tax upon its circulation was being retired in consider- 
able quantities. With the opening on November 16th of the 
twelve Federal reserve banks for business, with authority to issue 
Federal reserve notes, it may be expected that the balance of 
these emergency notes will be retired rapidly, never again to 
be issued.^ 

E. W. Kemmerer 

Princeton University. 

^ The new rate was 3 per cent, per annum for the first three months, and an 
additional rate of J per cent, per annum for each succeeding month until 6 per cent, 
was reached. (Sec. 27.) 

® By November 27th the amount in circulation had been reduced td $273,000,000. 

No. 96. — VOL. xyiv. s s 



WAll GUREENCY AND FINANCE IN CANADA. 
From a Correspondent. 

When wai' was declared by England on August 4th the 
Dominion Government at once adopted measures similar to the 
English for the defence of the country and the defeat of the 
enemy. But, as in England so in Canada, the financial crisis 
had begun with the Austrian declaration against Servia on 
July 28th. The closing of the Stock.Exchanges in Montreal and 
Toronto, on receipt of the news, was the symptom of a disease 
needing extraordinary remedies. No surprise, therefore, was felt 
when the Government, by Orders in Council, made certain 
changes, afterwards confirmed by Parliament, in existing financial 
dispositions. 

The chief of them are summed up in the preamble of the 
Finance Act : An Act to conserve the Commercial and Financial 
Interests of Canada,” 5 George V., ch. 3. The Act authorises 
by Proclamation “in case of war, invasion, riot or insurrection, 
real or apprehended, and in case of any real or apprehended 
financial crisis” (Section 4), the following steps : — 

(1) The making of advances by the Government to the 
Chartered Banks in the form of an issue of Dominion notes,’ against 
deposit with the Minister of Finance of such securities as may 
be approved by tlie Minister, such advances to be repayable not 
later than May 5th, 1915, with interest at a rate to be approved 
by the Minister, but /lot less than 5 per cent, per annum. This 
provision is in force. The amount so lent on August 31st w^as by 
the Gazette Returns only three-quarters of a million. Though the 
Returns for September 30th do not give the amount, tlie increase 
of some 12 millions in Dominion notes may be partly due to this 
cause. But what the Banks want is gold, and Dominion notes 
no longer procure it for them. 

(2) Payment by the Banks in their own notes, instead of gold 
or Dominion notes. This has been authorised, and is in force. 

(3) Issue by the Banks of an excess-circulation from March to 
August in amounts not exceeding 15 per cent, of the combined 
capital and rest or reserve fund, as stated in the statutory monthly 
return next preceding that in which the additional amount is 
issued. Though the time of these issues is described as from 

1 See Economic Jouknal, June, 1914, p. 299. 
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March to August, the normal concession (Bank Act, 1913, Section 
61, 14) h3d been for September to February, the time of Harvest 
Settlement. The new Act simply extends the concession over the 
entire year ; and the interest payable is the rate of the normal 
concession, 5 per cent. (Bank Act, ib. 16). This is in force, and 
in August seven banks made use of the privilege, but only to a 
total of rbout 5 millions out of the grand total of 114 for the 24 
banks ; in September 13 banks to about 9 millions out of 120. 

(4) Suspension of the redemption of Dominion notes in specie. 

This is in force, and is the loading feature of the situation. 

(5) A moratorium or “ post}X)uement of the payment of all or 
any debts, liabilities, and obligations, however arising/* to such 
extent as may be specified in the Proclamation. At the time of 
writing (October, 1914) no use had been made of this last power. 

Concurrently with the Finance xVet, which was specifically a 
war measure, there was passed the Dominion Notes Act, 
5 George V., ch. 4 ^August 22nd, 1914), of a normal character. 
In this Act, among other things, the “gold *’ to be held as reserve 
is now expitessly declared to include not only the gold coins which 
are a legal tender in Canada, but “gold bullion in bars, each bar 
bearipg either the stamp of the Eoyal Mint of the United Kingdom 
or of the branch thereof in Canada or of one of l?he branches 
thereof in Australia or of one of the coinage mints of the United 
States or of the Assay Office of the United States at 
New York, certifying its weight and fineness, at a valua- 
tion of one dollar in the currency of Canada for every 23*22 
grains of fine gold content’* (§2). Besides this there is little 
of novelty in the i?ct, and the normal character of it is implied 
in its provisions for redemption in gold (§ 4. section 3, § 10). 

To make the list of financial measures complete, we should 
add the Customs Tariff Amendment Act, 5 George V., cli. 5, and 
the Inland Eevenue [Amendment] Act, 5 George V., ch. 6. The 
date in all cases is that of the Eoyal Assent, August 22nd. 

The changes in currency are slighter than in England, and are 
not brought home to the people by any new forms of money 
like the new Treasury notes of £1 and 10^. in the Home Country. 
The ordinary citizen is hardly aware that any change has been 
made. His Dominion notes are no more and no less to him than 
they were before, so long as he is remaining in Canada. It is 
true that he cannot get gold for them if he wanted it, and the 
knowledge of this fact might prey on his mind, did he not feel 
assured that the disability is temporary, and will vanish when 
the stress of war is over. There is no sign of panic ; there would 

s s 2 
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probably be nothing like a run on the banks by ordinary depositors, 
even if the banks redeemed their notes in gold. That the banks 
pay the depositors in their o’wn notes is not a new thing for 
ordinary folk. In the world of business it is otherwise. Whereas 
Dominion notes could be used as gold certificates when gold coins 
were wanted for payments in the United States, they are now 
inconvertible, all statements on the face of them notwithstanding. 
The reserve of gold prescribed by the Finance Act, to be held 
against all beyond 50 millions and 25 per cent, of the said fifty, 
has been duly kept up. The Gazette of October 31st gives the 
gold “held September 30th by the Minister of Finance'’ as 
$94,607,634, of which $89,249,876 “for redemption of Dominion 
Notes.” It is significant that the Banks, while paying their 
customers in their own bank-notes, pay each other, in “clearing,” 
by means of ])ominion notes, the latter having a greater appreci- 
able reserve of gold behind them, though it will not be touched 
till the crisis is passed. The customers of the banks are required 
to pay their debts to the Bank in ].)ominion notes, or at least there 
is no clause in the Finance Act enabling them to do /otherwise. 
As yet there has been no rebellion of the public against this 
“differential” treatment of banks and customers. The banks 
seem to hav% stood the crisis well. The much-criticised “call- 
loans held abroad” have been recalled without much difficulty. 
In the course of August 40 millions of them were brought back 
from New York. 

There will, too probably, be many unemployed in the winter; 
trade is not yet normal. But it is less abnormal than in England. 
Had there been no war, we should still have been feeling the 
depression that was remarked at the end of 1913, and we must 
not set down to the war what was due to the falling off in English 
loans, observed then, and bound, in any event, to last for another 
year. We can still trade with our great neighbour over the border 
on the old conditions. If we have not a very large harvest, we 
have high prices of grain. The changes in the Tariff were in 
an upward direction and chiefly concerned beer, sugar, spirits, 
tobacco, coffee, and cocoa. A retroactive clause made the duties 
apply to beer and spirits from August 7th, instead of August 21st. 
The intention was obvious, and the public took little interest in 
the protests of the trade. The corresponding I^xcise duties on 
beer, spirits, and tobacco came also into force on August 7th. 
The English preference remains proportionally as it was. The 
retail prices of sugar and coffee have gone up; but the index 
number of the Labour Department for all prices stood so : — 
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July, 1914 
Aug., ,, 
Sept , ,, 

July, 1913 
Aug., ,, 
Sept., ,, 


136- 5 

137- 7 

140*7 as against ; — • 

1341 

1341 

131 4 


The changes are not at all beyond precedent. Immigration has 
ceased for the moment. This is well ; and it is well, too, that the 
good sense of the country as a whole is against any general nioru- 
torium, which would injure the credit of Canada abroad and post- 
pone the return of English capital. Manitoba has adopted a 
moratorium, for mortgages on land; Saskatchewan appears to be 
following suit. Creditors outside tlie province are held to be 
legally unaffected ; but the step seems unwise. 

Perhaps the most novel feature of th/' financial situation hero 
is one that has nothing to do with Statutes. It is the arrange- 
ment made in the middle of August by the Bank of England 
for treating cellars in Ottav/a as if they were cellars in Thread- 
needle Street, and crediting a customer with having deposited gold 
in the Ba^k of England if the gold had been warranted by the 
Einance Minister of the Dominion Government at Ottawa as 
having been received by him there on belialf of the Bank of 
England. It may luippen that this ingenious plan* first applied 
in Canada and South Africa as a means of eluding the risks 
of dispatching gold over the ocean in face of an enemy, may 
prove to have conveniences outlasting the war, and furnishing a 
ne^v extension of the “Gold Exchange’’ principle of currency. 
There is a saving not only of risk, but of time. A C-anadian bank 
can pay over gold on Monday, and on Tuesday find the amount 
placed to its credit in London. (\>nsiderahle amounts were 
deposited at once in this v/ay by our banks ; but the large deposits 
made by the United States in Septeniber threw all others into 
the shade. A conference of bankers in New York announced (on 
September 9th) their intention of forming a “gold {)ool’’ of 
100 millions, of which twenty -five were to be sent to Ottawa 
forthwith. No public statements are issued in regard to the total 
amount of gold held here, but the scale of it may be readily 
conjectured from this intimation. Besides the immediate financial 
benefit to those concerned, the plan has a moral advantage, both 
here and in the States. It goes far to create the impression that 
the wheels of commerce may now move freely again, so far as 
they depend on the movements of gold to and from the Bank 
of England. 



THE PEOSPECTS OF MONEY, NOVEMBEE, 1914. 


In the last issue of this Journal I attempted a critical narrative 
of the financial events of last August. My purpose in this article 
is not to correct my former narrative, where it requires correc- 
tion, and only incidentally to continue it; but rather to consider 
some special aspects of the present situation, and to cast a forward 
glance into the near future. 


I. 


The particular method adopted by the Government to relieve 
the situation, arising out of the difficulties of the Accept ii][g 
Houses, has rendered the position of the Bank of England ve^y 
abnormal. The interpretation of the various items in the Bank-^s 
return and tke influence of the Bank Eate are not the same "as 
they were ; and rules of thumb have lost their value. The indiri^ct 
effects of our suddenly calling in, or attempting to call in, much 
of the money we had lent abroad, and the establishment by the 
Treasury of a separate note issue, have further limited ;the 
application of former habitual maxims. We need, therefor|, to 
return to first principles more than usual. 

In order to understand %the present position of the Bank of 
England, it is necessary to begin with the Accepting Hluses. 
This is not because the Accepting Houses are to be regarded as 
the prime cause of the Money Market's difficulties. It is because 
the peculiar organisation of the London Money Market, aflud the 
distinctive position occupied in it by the Accepting House% causes 
problems, which the breakdown of foreign remittance and the 
sudden attempt of London to stop lending must hafc |J)rought 
forward in some form or other anyhow,, to present then^elves in 
the guise of Accepting House problems. 

The Accepting House question can be analysed njt^p three 
distinct elements : — (1) In August some of them werd%nable to 


meet the bills falling due immediately. (2) The l^certainty 
resulting from (1), as to whether bills falling due on^or two or 
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three months hence would be met, made such bills temporarily 
unmarketable. (3) A similar uncertainty as tO the future solvency 
of the Accepting Houses, or of some of them, rendered their new 
acceptances unmarketable, or less marketable than before. 

These difficulties arose in an acute form ana w sre dealt with 
by the Treasury in the order in which I named them. The 
first was met by authorising an optional postponement of the 
due dates of bills. There were three proclamations governing 
these postponements, of which the total effect was to postpone 
for two months and fourteen days bills criginally falling due 
between August 3rd and September 3rd,^ for one month and 
fourteen days those of dates from Septemer 4th to October 4th, 
and for one month all other hills of whatever later maturity, 
which laid been accepted before August 4th. Thus October 18th 
(in clfect Monday, October 19th) v^as flie first day on which any 
^3re- August 4th bills, namely tliose of original date September 4th, 
i^cajue compulsorily due. And ou November 5th, as an example, 
t^^e bills of August i32nd, September 22nd, and October 5th all 
b^c ianie due. For the period of these postponements interest was 
‘j)iiyabl(e.^it bank rate. 

f This gave the Accepting Houses time, but it aggravated 
|lifticulty (2), because, by adding bills, wdiich ought to have been 
paid, to those not yet due, it increased the volume (jf unmarketable 
faper in the hands of Banks and Discount Houses. The degree 
cif this was ' intensified because all, or nearly all, the leading 
.^-c.epting Houses availed themselves of tlie first postponement, 
iwardless of wliether they were, in fact, able to meet their due 
bits if necessary. There had to be some understanding, there- 
foife, as to what* was to happen to the bills when, after all the 
sufcessive post|)onenients hjid ta^en effect, they finally and 
evmtiially fell due. It, 'vas for this [)urpose that the Government 
looi the bold, and possibly expensive, step with which everybody 
is nlw familiar. They authorised the Bank of England to lend, 
on ^)lication, to the acceptors of approved bills, sums at two 
per ^ent. above bank rate sufficient to meet their bills; they 
guaritoteed the Bank of England against |x>ssible losses arising 
out or the eventual insolvency of any such acceptors ; and they 
waivel^any claims they might have had, in the event of such 
insolvAcy, against oth^r parties to the bills. 

Thfe Vielieved the Banks and Discount Houses of possible bad 
debts', end rendered marketable the great bulk of pre- August 4th 

’ WithVtixis slight modification tliat bills originally due on any dato between 
August B^^and August 7th were postponed until October 21st. 
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bills. But it aggravated difficulty (3). For the liabilities of 
Accepting Houses on account of pre-August 4th bills being 
postponed, but not liquidated, their credit for backing liew post- 
August 4th bills was much impaired. So the further concession, 
following, was required to complete the cure. In cases where 
bills were met with money borrowed from the Bank of England, 
funds recovered from time to time from the clients, on whose 
behalf the bills had been accepted in the first instance, must go 
towards the repayment of such loans. But in cases where clients 
do not remit, the Government, acting through the Bank of 
England as agent, waives its claim against the acceptor’s own 
assets until a year after the end of the war ; and even then claims 
against these assets, arising out of new bills accepted between 
this time and that, are to rank in front of the Government’s 
claims. 

This would appear to make the credit of the Accepting Houses,/ 
for backing new bills, as good for the present ( whatev er, .it. maV 
be when the eventual day of reckoning comes) as it was befo^ 
tte-war." I understand, however, tBaFHie"*"ciire was not at fir^t 
complete. The new acceptances of Houses, whose pre-A<«“gust 4tb 
business was covered by the Government’s scheme, were not all asi 
favourably regarded as before, and bank acceptances commanded;* 
more than their former premium. There are three possible exr 
planations of this. The buyers of bills (i.c., primarily the Clear! 
ing Banks) may have come to the opinion that their former trus/;- 
in some of the Accepting Houses, quite apart from the wa]l, 
had been exaggerated. Or perhaps the Accepting Houses, uii- 
willing to borrow from the Bank of England at so high a ralte 
as 7 per cent., have used up some of their own assets to m^et 
pre-August 4th bills, in which case they would have less tl|an 
before with which to back new bills. Or, on the other hand, ^he 
explanation may merely be that the Money Market did not /lis- 
tinguish as clearly as it might between the present position o^^the 
Accepting Houses and their possible future position when, a^ear 
after the end of the war, they must settle up. Possibly all fbese 
influences have helped to produce the observed result. 

II. 

We are now in a position to return to the Bank of England. 

It is not obvious why any of the measures described above should 
have much affected the Bank’s returns. Nor need tB^ have 
done so, prior to the ultimate maturity of the bills, aip then 
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only to the extent by which the Accepting Houses might take 
from the Bank of England the expensive assistance offered them. 
That the^e measures did have so marked an effect on the Bank’s 
returns was partly due, I think, to a confusion of ideas. This 
confusion was between making bills marketable and actually 
marketing them. 

It was natural that the banks should be anxious m make sure 
which of their bills would come und^r the guarantee, and so be 
immediately marketable in case of need. But it was not natural 
that they should actually market the bills (and specially un- 
natural in the case of the clearing banks, who had, most of them, 
a long, unbroken tradition against rediscounting bills once pur- 
chased), unless they needed the money. A certain amount of 
extra cash was needed in order to make the additions, which the 
banks thought necessary, to the usual till money held at their 
numerous branches. But the actual rediscounting of bills at the 
Bank of England went much beyond what was required for any 
such purpose. The money market supplied itself with far more 
futids than it could profitably employ. Thus there was the strange 
spectaclc’»«>f banks and others discounting at 5 per cent, bills which 
had a Goveriniient guarantee, and which could be discounted with 
equal facility at some later date, and using the money in buying 
to yield about per cent, bills, which were without a Govern- 
ment guarantee. This was not, on the fstce of it, good business. 

There may possibly have been some difficulty in discovering 
what bills would be approved without actually discounting them. 
If this was the case, the Treasury and the Bank of England 
were to blame. No object, except that of increasing the profits 
of the Bank of England, could be served by ])ressing the money 
market to sell bills ; and it would have been possible to make 
arrangainents for the Bank of England to approve bills or to 
issue a i>lain statement as to what bills would be approved with- 
out actually buying them. That the Bank of England was a 
little inclined to press the money market to discount, rather than 
to pursue, as they probably ought, the opposite policy, is sug- 
gested by a notice which was posted up at the Bank of England 
on September 29th. ^ 

* “In order to avoid possible disappointment, those who wish to avail them- 
selves oi the arrangement for discounting pre* moratorium bills at the Bank of 
England are invited to send in their applications without delay. It is not found 
possible to undertake to discount bills having less than three clear days to run." 
It is not plain whether the phrase “possible disappointment " refers to bills having 
considerable periods to run or only to bills having “less than three clear days " ; 
and it seems to run the risk of bluffing timid holders into parting with good security 
at what wa|^ at the market rates of the day, a somewhat unfavourable price. 
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Even if it be true, however, that the Bank of England was 
anxious to buy at 5 per cent, bills guaranteed by the Government, 
and that the Treasury did nothing to hinder the plaj^ of this 
natural instinct (it is always difficult to remember when the Bank 
of England is a truly national institution, as it has 'several times 
shown itself in recent months, and when a private one out, like 
any other, "for profit), it still appears on the surface that the outside 
market played into their hands more than was necessary. Most 
bills fall into a certain number of well-defined classes, and it 
should have been possible by re-discounting samples at the Bank 
of England to determine with reasonable certainty that many 
important lines of bills would unquestionably fall into the category 
of approved. 

For whatever reason, many more bills were sold to the Bank 
of England than was necessary to supply the Market with what 
additional funds it really required. In any case, the grant of 
assistance to the Accepting Houses direct, instead, for example, 
of encouraging the other banks to give some assistance under 
a guarantee, was bound to lead to such superfluity sooner or later. 
This is the point to which the reader’s close attentioffi is now 
invited. 

The growth pari passu of the “other securities’’ at the Bank 
of England (tke heading under which the Bank’s holding of bills 
is returned) and of the “bther deposits ” is shown below : — 


‘V V 

Other 

Other 


Other 

Other 


Securities. 

£ 

Deposits 

£ 


Securities. 

£ 

Deposits 

£ 

July 22 

33,732,762 

42,286,297 

Sept. 23 

110,732,668 

125,267,316 

„ 29 

47,307,630 

64,418,908 

66,749,610 

„ 30 

Oot. 7 

116,819,799 

137,287,173 

Aug. 7 

66,361,656 

113,894,148 

146,646,768 

„ 12 

70,786,696 

83,326 J113 

„ 14 

109,715,402 

138,828,702 

„ 19 

94,726,086 

108,094,287 

„ 21 

108,787,978 

143,058,390 

,, 26 

109,904,670 

123,892,659 

„ 28 

104,868,463 

126,736,626 

Sept. 2 

121,820,692 

116,922,769 

133,818,826 

Nov. 4 

104,904,925 

140,293,123 

„ 9 

130,704,462 

„ 11 

105,091,369 

137,286,671 

M 16 

113,792,525 

135,042,071 

„ 18 

107,103,442 

147,334,725 


Thus the “other securities” were from £70,000,000 to 
£80,000,000 above the normal. At the same time the “other 
deposits” were from £90,000,000 to £100,000,000 above the 
normal. The latter fluctuated up and down, as the proceeds of 
each batch of Treasury bills were first called up and then spent. 
This item was also affected by the large imports of gold from 
abroad, in consequence of the calling in of foreign loans. These 
balances were additional, it must be remembered, to nearly 
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^48, 000, 000 additional legal tender currency (gold, bank notes, 
and Treasury notes), which found its way into the hands of the 
Banks and the public.^ * 

Amongst the various consequences of this inflation of the “other 
securities” and the “other deposits,” three aio ducussed below, 
the first of minor importance, the other two worth close attention. 

(1) The profits of the Bank of England were very largely 

increased, at the expense of long hours to some of its permanent 
officials, but subject to no risk or other outgoings whatsoever. 
The Bank was privileged to charge at the rate of five per cent, 
per annum for entering book credits, subject to Government 
guarantee against eventual loss. The amount of abnormal book 
credits of f.bis kind stood during "September and October at an 
average of about £80,000,000. These advances were bound to 
remain book credits for reasons given under (3) below. If this 
state of affairs v ent on (or o. year, the Bank of England would 
make £4/J00,000 profit. Thi.^ will not happen, and we cannot 
yet say how much the Bank wnll make. But its gains from this 
source should certainly exceed £l,00<c000, unless by some private 
arranger^iejit the Treasury has covenanted for a share. Some 
part should surely flow, in equity, to arf Insurance Fund against 
the risk of capital loss which the Treasury has agreed to meet. 
The Bank’s gain has been at the expense of the, other elements 
of the Money Market. The Bank of. England has profited so 
largely in part from their necessities, in part, perhaps, from 
their confusions. The Banks and other institutions Which have 
refrained from discounting more pre-moratorium bills than was 
necessary must now be congratulating themselves on superior 
insight. * 

(2) As soon as the outside rnajjket (i.c., the Banks and the 
Discount 'Houses) is provided with funds at the Bank of 
England for some other reason than that it wants the money, 
Bank Rate ceases to possess its usual significance. Bank Rate 

1 The amount of this is surprisingly large. So far from the issue of £34,000,000 ^ 
of Treasury Notes having caused a reflux of gold coin from the country to the 
Bank of England, there has been, since the middle of September, a small but 
steady dribble of gold out of the Bank into the country. This is difficult to explain. 
Unless the Banks or the public are hoarding to some appreciable extent, for which 
there is no evidence and no occasion, it is natural to surmise a surreptitious export 
of gold, in moderate «j&nount, out of the country. But f(;r the concealment of such 
export there seems equally no occasion, unless — which is not to be supposed — the 
Bank of England has been placing clandestine obstacles in the way of the 
export of gold. In any case, however difficult it may be to explain, there is nothing 4 
whatever to regret in this small wastage of coin. 
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governs Market Bate in normal times, sometimes with great and 
sometimes with diminished effectiveness, because, broadly speak- 
ing, the Market hesitates to embark at rates too much below 
Bank Rate on business which it is not absolutely sure of being 
able to finance to its conclusion without recourse to the Bank. 
As a rule, also. Bank Rate governs the rate of interest allowed 
on deposits by the Clearing Banks and Discount Houses. Lately 
the Bank Rate has lost both these powers, the loss of 
the second being consequent on the loss of the first. Market 
Rate now bears no particular relation to Bank Rate. The latter 
rate has no special significance, except as governing the amount 
of profit chargeable by the Bank for taking over pre- August 4th 
bills, and as governing the rates to be paid by sundry classes 
of persons availing themselves of various pieces of emergency 
legislation. There is now no central control over Market Rate, 
which finds its own level. 

So far this has done no harm. The Banks have not been 
tempted to abuse the excessive ease of the position in which 
they find themselves. They have been criticised, rather, for 
making insufficient use of it and for hoarding what has been 
placed at their disj^iosal. But it is natural to be nervous, lest 
those who have gone to one extreme may at another time go to 
the other. Thp Banks may grow tired of holding huge sums 
idle at the Bank of England, and may begin to wish to turn them 
to more account. If the Allies score some notable success and 
a spirit of optimism rules, the Bankers may turn round and 
say, “We have been accused of not lending freely. Let us show 
how false this charge is.” That will be a dangerous moment. 
For a large part of the sums now standing to tfee credit of the 
Bankers at the Bank of Plngland is purely artificial. It would 
have been right to employ these funds with much freedgm to 
ease our financial machinery at the crisis. But so to use them 
later on will be nothing but inflationism. Bankers, if they are 
wise, will lend freely to us when we are depressed, and deal 
with us somewhat strictly w^hen we are cheerful. The position, 
therefore, would be safer if the market rate were higher, and if 
it were generally believed that bank rate, which still exerts, 
as I should have said above, some slight psychological influence 
and which may be expected to become effective again some day, 
Mjas more likely to go up than down. 

The fundamental consideration governing the whole position, 
one too apt to be forgotten, is this : — However much the Clearing 
Banks lend to their customers (save under certain conditions to 
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be mentioned when I deal with this in more detail below), it 
will nothin the least diminish the aggregate of the free balances 
held by them at the Bank of England. At the most it can only 
a^ect the names to whose credit these balances stand. It should 
be engraved along the facade of the Bans: of England, and 
embroidered on the gold bands round the top hats of the 
attendants, that the Bank of England's balance sheet oalances. 
When, therefore, a Clearing Bank, on the strength of having a 
large balance at the Bank of England, lends to its customers, 
the primary effect is to leave unaltered the aggregate deposits in 
the books of the Bank of England, since nothing has necessarily 
happened io diminish the- Bank of England's assets. On the 
other hand, it is likely to increase the deposits in the books of 
the whole body of Clearing Jknks. It is natural to think of a 
Bank’s loans as being the (Children of its de|K)sits. But it is at 
least as true to think of the deposits as being the children of 
its loans. No action is calculated to diminish the liabilities of 
the Bank (i.c., its deposits), unless it is calculated to diminish 
its nsset^ also. 

(3) This leads me to the third topic. If the difficulties of the 
Accepting Houses or of the Stock Exchange or of the creditors 
of enemy aliens are relieved by providing them with balances at 
the Bank oi EIngland, additional to what was there before, the 
effect is radically different from what would have been the effect 
of relieving them in some other way. It is analogous (with 
differences) to the effect of an issue of paper money. 

When a Bank or a Discount House takes a bill to the Bank 
of England, on1;he face of it this is simply a change of one kind 
of asset for another, namely, a biU of exchange for a credit in 
the books of the Bank of England. But more has happened than 
this. For in two important respects the new asset differs from 
the old. In the first place, it reckons as “money” and supplies, 
in the mind of every banker, a more proper foundation for enter- 
ing into new business than the bill afforded, because every banker 
regards the ratio to liabilities of cash at the Bank of England 
differently from the way in which he regards the ratio to liabili- 
ties of bills in his portfolio. In the second place, it earns no 
interest and is jpi^n asset 'Tying idle,” whereas the bill is bringing 
in a due return ; and hence an inflated credit at the Bank gf 
England not only supplies the Joint Stock Banker with what 
he regards as a proper basis for new business, but it also stimulates 
him to take advantage of this, because otherwise he will be 
losing money. 
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A bill of exchange represents, of course, an advance of money 
to someone. If the Joint Stock Banks hold £60,000,000 of billsf 
they have in effect lent this money to someone. If they turn over 
these bills to the Bank of England in exchange for a book credit, 
the someone is still in the position of having borrowed the money. 
If, on the strength of a book credit of £50,000,000 at the Bank 
of England, they were to make new loans of £30,000,000, which, 
according to the usual rule-of-thumb principles, would be very 
moderate, there would be total loans outstanding of £80,000,000 
where there were £50,000,000 before. By a paper transaction an 
amount of lending has been made to appear safe which did not 
appear safe before. 

Now, the possibility of such a state of affairs is a result, as 
I have said above, of the particular device which has been 
employed to re-liquefy the bankers’ assets, a device which has 
caused these assets to be marketed when all that was wanted 
was to make them marketable. If the Treasury had made 
guarantees available for approved pre- August 4th bills, without 
these bills having to leave the portfolios in which on August 4th 
they found themselves, so that they would only be marketed at 
5 per cent, when the money was really wanted at that rate, the 
position would l^e a good deal safer. 

What has happened could not have come about in the ordinary 
way, for two reasons. In the first place, the Bank of England 
would never have allowed its holding of “other securities” (and 
hence of the “other deposits”) to reach so very high a level 
without protecting the position and moderating the flood of bills 
by charging a rate higher than 5 per cent. In t&e second place, 
the market would not have discounted vast quantities, even at 
5 per cent., unless the market rate were nearly up to this. 

Let me add emphatically that no visible harm has been done 
yet. No harm would have been done by the issue of £100,000,000 
notes beyond the ordinary, so long as the Banks hoarded them. 
But the position has in it an element of danger and needs careful 
handling. The present ease of the money-market is artificial 
and ought not to be taken advantage of to any great extent. 
And, above all, it must be remembered that the effect of the 
Joint Stock Banks beginning to use their inflated balances at 
the Bank of England will mainly show itself, not in a diminution 
of these balances, but in an increase of the Joint Stock Bankers’ 
own deposits. 

This last point is one which I have been at pains to emphasise 
more than once, and it must now be treated in detail. The 
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Bank of England's balance sheet balances. It impossible that 
tl^re should be a change in one item unless there are correspond- 
ing changes in others. The return for November 4th was roughly 
as follows : — 

Capital and Rest ... £17,700'jJ00 Govt. Securities .. £17,200,000 

Public Deposits ... 16,500,000 Other Securities ... 104,900,000 

Other Deposits ... 140,300,000 Reserve .:2,400,000 

£174,600,000 £174,600,000 

The other Deposits cannot possibly be diminished, unless 
either (a) the Public Deposits are increased, or (f>) the Govern- 
ment Securities are diminished, or (c) the Other Securities are 
diminished, or (d) the Eese.rve is diminished, (a) and (b) can 
only happen (putting aside the }X)ssibility of the Banh of 
England’s selling (Government Becurities in the open market) as 
a result of Government borrowings, and, even so, only so long 
as the current borrowings exceed current outgoings. (c) can 
only hapj>en if the Accepting Houses and others to whom money 
has been advanced are in a position to repay it. (d), the reduction 
of the Deserve, is not likely on a large scale, unless gold is taken 
from the Bank for export. 

Thus new loans or investments made by the Banks on the 
strength of the large total of “other deposits” at the Bank of 
England can have no immediate effect in tjie direction of diminish- 
ing this total, unless the loans are (1) to the Government, or (2) to 
those who are in debt to the Bank of England and are employed 
by them in paying off these debts, or (3) to foreigners under con- 
ditions which lead the foreigners to take the proceeds of the loan 
out of the counlrj* in actual gold. Many classes of loans likely 
to be made by the Banks do not fall under any of these heads. 
And even in the case of loans to the Government, the effect only 
lasts so Tong as the proc^eeds of the loans will stand to the Govern- 
ment’s credit and have not been paid away. As soon as they 
have been paid away, the other deposits are just as high as they 
were before, in spite of the fact that the Banks or their customers 
have so much more Government scrip in their possession. 

This is why the transfer to the Bank of England of large 
amounts of securities, which are not being paid off for some time, 
from the p<utfolios of the other Banks is, from the national point 
of view, more than a bookkeeping transaction. involve s a 
creation of “moiiey.” The effect of the transfer is both to render 
p^ible and to stimulate an increase of loans ; yet such an increase 
of loans will not necessarily diminish for a long time to come the 
apparent ease of the market. Hence the possibilil^^ 
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What has happened has analogies to the policy which has been 
deliberately pursued in Germany and which we in this country 
have rightly criticised. If the Money Market take ^£90,000,000 
trade bills to the Bank of England and buy £90,000,000 Treasury 
bills with the proceeds, the net result is substantially the same 
as if they had kept the trade bills and the Treasury had borrowed 
£90,000,000 from the Bank of England. I think the Banks were 
wrong to be so eager to get quit of their former engagements, 
and, incidentally, did bad business for themselves (those of them, 
that is to say, which actually liquefied their assets beyond their 
immediate needs). But it is not desirable that, when the reaction 
towards optimism comes over them„ they should seek to recoup 
these losses. Their present balances at the Bank of England 
ought not to be regarded in quite the same light as balances 
there can usually be regarded. Otherwise we may use up our 
margin of safety in the extension of bank credit, which at present 
is fortunately large, before w^e need. 

The various arrangements made by the Treasury, on the eve 
of the expiration of the Moratorium on November 4th, for Bank 
of England advances in connection with certain Stock ^"Exchange 
loans and with alien indebtedness to traders, have accentuated, 
though on a fairly moderate scale, the state of affairs arising out 
of the assistant;e given to Accepting Houses. On the other hand, 
these advances will gradually be paid off. We may hope" that 
the item “other securities “ may diminish week by week, and that 
a natural cure will graduall/ be effected. Everything ought to 
be done, that can be, to diminish the aggregate of the “other 
securities.” • 

I seek to corroborate by theoretical considerations the view, 
which is now widely held* by responsible financiers, that the 
present ease of the Money Market is artificial and not at all to 
be relied on. 


III. 

The next question, to which the present state of the Bank 
of England’s Eetum invites our attention, is one of absorbing 
speculative interest and, much sooner, possibly, than most people 
think, of enormous practical importance. I mean the future of 
gold and of gold reserves, here and elsewhere in the world. In 
what follows I shall come later, after a wide and speculative 
survey, to the Bank of England ^rself. 

During the last fifteen years the stock of gold available for 
monetary purposes has been largely increased — certainly by more 
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than 60 per cent. This gold has been absorbed without a revolu- 
tionary effect upon prices, because a greal number of countries 
h^e takdn the op}x>rtunity to put their currency arrangements 
on a new basis. These new arrangements have involved the 
accumulation of a very large amount of gold, hcM ps reserve, 
in the central banks of th*^ world and in th^ Treasuries which 
act as central banks. The amount so held has increasud from 
about £600,000,300 in 1900 to about £1,000,000,000 at the out- 
break of war. 

The object of these accumulations has been only dimly con- 
ceived by the owners of them. They have been piled up partly 
as the result of blind fashion, partly as the almost automatic con- 
sequence, in an era of abundant gold supply, of the jiarticular 
(uirrency arrangernents which it has been orthodox to inti educe. 
The actual amount of gold held in reserve has been in only a 
very few cases the result of a deliberate choice. In most cases 
there is little or no reason for thinking it politic that the gold 
reserve ought to be at the figure at which it actually is, rather 
than at some other figure. The ratios of gold to liabilities vary 
very extreiiiely from one country to another, without always being 
explicable by reference to the varying circumstances of these 
countries, llatios, which began by being bttle more than the 
results of chance, have been sanctified by time. • Occasionally 
a country has taken panic and revised *its ideas of wliat was 
proper, as Germany did in 1913, when bankers, having alleged 
that the gold ])osition of the lleicfasbank (whereby they really 
meant the position of Germany in the international short loan 
market) did not permit of w^iir, the General Staff, knowing more 
of ammunition than of credit, naturally retorted that the necessary 
amount must be quickly accumulal^d wdiich would permit of 
war. Yet the arithmetical significance of the precise figure, 
which now measures Germany’s gold stock, is not obvious. 

The contingencies, against which a gold reserve is held, are 
necessarily so vague that the problem of assessing the proper ratio 
must be, within wide limits, indeterminate. It is natural, there- 
fore, that bankers, who must act one way or the other, should 
often fall back on mere usage or accept that amount of gold as 
sufficient which, if they are chiefly passive, the |ideB of gold 
bring them. At any rate, the management of gmd reserves is 
not yet a science in most countries. There is no ideal virtue in 
the present level of these reserves. Countries have got on in 
the past with much less, and under force of circumstances could 
do so again. 

No. 96. — VOL. XXIV. 
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The reasons for holding a central gold reserve are two — 
to preserve the parity of the internal currency by releasing gold 
when this is required to steady the foreign exchanges, and co 
provide funds wherewith to make urgent purchases abroad when 
nothing but gold is acceptable in payment. 

Unless it is intended in certain contingencies to use the reserve, 
the reserve can be no use. This doctrine, which is the orthodox 
English doctrine, is not generally accepted, however, in most 
other parts of the world. In these other parts a gold reserve is 
thought of as being some sort of charm, the presence of which 
is valuable quite apart from there being any idea of dissipating 
it, — as the emblem, rather than the prop, of respectability. It 
would be consistent with these ideas to melt the reserve into a 
great golden image of the Chief Cashier and place it on a monu- 
ment so high that it could never be got down again. If any doubt 
comes to be felt about the financial stability of the country, a 
glance upwards at the image will, it is thought, restore confidence. 
If confidence is not restored, this only shows that the image 
is not quite big enough. 

All of the above might have been written before the cWar. But 
the war, on the one hand, has provided many illustrations of this 
image worship, and, on the other, excites the inquiry whether 
extreme force* of circumstances may not compel the worshippers 
to strip off from Pallas Athene her covering of gold and ivory. 
What will happen then? What will happen if the countries of 
Europe begin to use their gold reserves? To this obstinate ques- 
tion I can find no reassuring answer. 

For reflection establishes this paradox, that the stability of 
the value of our monetary standard is largely supported on the 
broad back of ignorance. And if nothing could dislodge ignorance 
but knowledge, it would rest there very securely. Unhappily, the 
sheer force of circumstances may intervene otherwise. 

While it is to the interest of any one nation to use its reserves, 
it is not to its interest that many other nations should use their 
reserves simultaneously. For what is to become of the gold? We 
may in difficult times need a little more of it than usual. But if 
the State Banks of Europe were to disgorge hundreds of millions, 
what should we do with them ? 

At the end of July, 1914, the following stocks of gold 
were held amongst others : — 

Bank of England ... £38,000,000 Bank of Germany ... £68,000,000 

Bank of France ... £166,000,000 War Reserve of Germany £10,000,000 

Bank of Russia ... £160,000,000 Bank of Austria ... £51,000,000 

VS, Treasury £245,000,000 C. of Argentina £40,000,000 C. of Brazil £10,000,000 
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Immediately on the outbreak of war all these institutions, with 
1;he exception of the Bank of England and the Treasury of the 
Ijnited States, formally suspended the encashment of their notes 
in specie. Even the Dominion of Canada suspended specie 
paym'^nt. Nor did the currency system of the I nittd States, 
in spite of so immense a stock of gold, permit, the free export 
of any considerable amount or avail to maintain the international 
parity of the dollar. 

In short, these countries hoarded their gold. Deliberately 
they did not use it for one of the two pur]X)ses for which it is 
reasonable to keep a reserve, namely, to preserve the parity of 
the internal currency by rehiasing gold when this is required to 
steady the foreign exchanges. In the cases of Argentine and 
Brazil the gold reserve cannot possibly serve any other purpose. 
That they should have chosen to depreciate their currency, 
repudiate or risk their international engagements, and throw their 
finances into confusion, while the one still held more gold than the 
Bank of England and the other a sum vhich was still substantial, 
is only to be explained by a native affinity or predilection, to which 
former gerft'rations, as well as the present, bear witness, for what- 
ever is unsound and treacherous in affairs of currency . It was to 
be expected. It cannot be justified. 

But what are the other countries thinking of? In their case 
the second purpose of a reserve may fxissibly be in view, namely, 
to provide funds wherewith to make urgent purchases abroad when 
nothing but gold is acceptable in payment. 

In a famous passage of the Wealth of Nations Adam Smith 
observes how seldom, even in his time, it was necessary to 
accumulate gold and silver in order to enable a country to carry 
on foreign wars. “The last Erencli war cost Great Britain 
upwards* of ninety millions. . . . More than two-thirds of this 
expense was laid out in distant countries; in Germany, Portugal, 
America, in the ports of the Mediterranean, in the East and 
West Indies. The Kings of England had no accumulated 
treasure.^’ It is useful to remember what huge sums this country 
could afford to spend on foreign wars in the middle of the 
eighteenth century. It is also useful to notice of what long date 
is our capacity to finance such expenses without the assistance 
of great treasure. But how far is the like true of other countries? 

Adam Smith qualified what he said thus : Mr. Hume 

frequently takes notice of the inability of the ancient Kings of 
England to carry on, without interruption, any foreign war of 
lon^ duration. The English, in those days, had nothing where- 
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withal to purchase the pay and provisions of their armies in 
foreign countries, but either the rude produce of the soil, of whi^i 
no considerable part could be spared from the home consumption, 
or a few manufactures of the coarsest kind, of which, as well as 
of the rude produce, the transix)rtation was too exj>ensive. . . . 
It is in such- countries, therefore, that the Sovereign generally 
endeavours to accumulate a treasure, as the only resource against 
such emergencies. Every Tartar chief has a treasure.” “In the 
present times,” he was able to add, “if you except the King of 
Prussia, to accumulate treasure seems to be no part of the policy 
of European princes.” In the deliberate ficcurnulation of war 
treasure the King of Prussia, nearly 1^0 years later, still illustrates 
the continuity of national ideas. But other princes, through 
central banks and their control over them, have come very near 
to the accumulation of war treasure. 

It has, therefore, to be considered whether such conditions, 
duly modified, as in the opinion of Adam Smith characterised only 
the remoter past and the less civilised races, alfect any modern 
nations and render useful in modern war a reserve of treasure. 
Possibly they do. Tihe more complete commercial blockades of 
modern war, the vastly greater diminution of industrial produc- 
tivity which, in conscript countries, war now brings with it, 
and the absolihe necessity of buying certain essential raw materials 
from abroad, even when war is being waged near home, may 
well bring it about that at the later stages of a war a country 
may be utterly unable to make necessary purchases from abroad 
otherwise than with hard cash. 

In the cases of llussia, Germany, and AusWa — I leave France 
on one side as, her currency being still undepreciated, the problem, 
though possibly of much fdture importance, is far less urgent'- 
1 h&ld two general conclusions to be established. « 

These three countries, in spite of their very large reserves of 
gold, have deliberately abandoned the first of the two purposes 
for which it is rational to hold a reserve. They have, within a 
, brief period from the outbreak of war, allowed their respective 
currencies to fall, to -a discount of not less" IKim ten per cent., 
as measured by the exchanges, for the purpose of making pay- 
ments abroad. In the case of Germany the gold reserve has been 
lately increased at the expense of deliberate effort. It must be 
presumed, therefore, as at least ]:K)ssible that these reserves are 
held for some purix>se, besides what psychological advantage can 
be derived from the reputation of possessing so considerable 
a sum. What can this pur£X)se be except the intention of 
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parting with the gold at some later stage of the war, when the 
importation of goods from abroad is urgently necessary and 
o^iherwise unattainable? 

But, secondly, even if no such rational intention is now 
prerent to the minds of t^e ruling authorities cf. these countries, 
the extreme force of circumstances may lead them to act thus. 
The depreciation of the exchanges is not merely something rather 
discreditable to the national reputation and inconvenient to the 
world of bankers. It is the symptom of a difficulty, and an 
inci'easing difficulty, in making purchases .thread. A point may 
very easily come, and come suddenly, when it is virtually impos- 
sible to make any purchases at all, uiiless something is exported 
to meet them. And nothing may be readily available '’or this 
but gold. There are many countries from which it is physically 
and geogritphically possible for OtTinany to purchase goods ; it 
is important not to exaggerate tihe tlegree ol’ the commercial 
blockade. But how is she to pay lor them? The state of the 
exchanges shows that, without ihe :'.!-iipment of gold, she finds 
this increasingly diffic.ult. 

In shetrt, countries on either side in the great combat may 
deliberately intend to di.sgorge their gold. And if not, yet 
circumstances may force them to. 

Burther, signs are already showing ^that the *steady dribble 
of gold from the great reserves of Plurope has even begun. Early 
in November came (he extremely significant news that Russia 
had shipped .-£7,000,000 to London. Germany is alleged to have 
sent a substantial sum to Turkey, and, more lately, there are 
rumours of gold far Amsterdam. If these things are not true yet, 
they soon will be. Month by month we may ex|>ect a dribbling 
stream of gold from Russia, German^^, and Austria, and late^on, 
too, if the .struggle is prolonged, from France. 

Who is going to take this gold? Where is it going to? It 
comes on a w'orld already surfeited with gold, a world urgent for 
goods, not money. I do not believe it can be absorbed, in the 
way that so much of the new gold of the last fifteen years has 
been absorbed, by natural new demands without a revolutionary 
change in the value of money. 

It is worth while to think in turn of the possible sources of 
demand for it. The United States are about to embark on a 
reformed system of banking, which is likely rather to economise 
the use of gold— of wffiich they already hold a stock which ought 
to be amply sufficient with wise arrangements— than to demand 
an influx of more. The capacity to take gold of Canada and of 
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the countries ol South America, especially the latter, chiefly 
depends on their power to borrow from abroad. With^ the re^^ 
free capital of the world absorbed and depleted by the demands 
of war, these countries ought not to be in a position to take 
large amounts for a littlls time to come. Only an artificial 
monetary ease, producing the illusion of abundant free capital, 
can make it possible for these countries to borrow soon on their 
former scale. This year, for the first time, Egypt has attempted 
to economise gold by the wider use of a paper currency. Turkey 
has placed herself hors dc combat. There is no probability that 
India can absorb more than usual, if as much. China is far 
from taking effective ste])s for the introduction of a gold standard. 
The rest of the world is at war. At the same time the gold-mines 
of the world continue to produce at the rate of about ^690,000,000 
a year, with most of the former outlets for it closed. 

The illusion that all wo want for safety is much gold may be 
dispelled, therefore, by the unanswerable force of events. Gold 
may possibly come in unprecedented quantities on a surfeited 
and unwilling market. Precisely at that moment of time when 
the world is most short of real capital, there will be tlfe greatest 
appearance of monetary ease. The coincidence of an extreme 
abundance of money with an extreme urgency for goods must 
necessarily bring with it a greatly diminished purchasing power 
of the former. 

In this kind of matter prophecy is not to be undertaken. 
Very likely the countries of Continental Europe will keep and 
worship their golden images to the utmost limit of time within 
their |X)wer. If the war is short, they may ^e able to retain 
nearly the whole of their hoards. Even if the vanquished are 
compelled to pay away indemnities, it is possible, though vastly 
improbable, that they will still wish and be able to keep th^ir gold. 

But, on the other hand, some dribbling away of gold, on a 
sufficient scale to produce an artificial sense of ease in the money 
markets of the rest of the world, appears to me almost certain. 
And it is at least jx)ssible that it may be on such a scale as to 
jeopardise the continuance, as well as the stability, of an un- 
regulated gold standard. 


IV. 

Prom the time of Ricardo, at least, many economists have 
believed that civilised countries expose themselves needlessly to 
sudden and arbitrary disturbances of their social and economic 
systems by leaving fluctuations of the monetary standard outside 
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their control, when thej^ might be within it. It is easy to 
\nvent inodes of regulating the value of the standard which, 
however far from perfection, are at least better than what we 
have at present. To innovate in mafters of currency is practic- 
able^ as soon as people in general ^believe it to be so. The 
intellectual and scientific part of the problem is solved already. 
Only the will and the belief have not yet come. Nor is che world 
of statesmen and financiers, u]:x)n who’^a this matter depends — 
for the change would be of a kind whicli would escape the notice 
altogether of most ordinary people — to be too much blamed for it. 
Most innovations and nearly all ? paradoxical opinions in matters 
^of currency are foolish and dangerous, pnri deserve a deep distrust. 
And for those who have not made a special stud}’ of the subject 
it is hard to distinguish between one thing and another. A 
catastrophic chiinge, however, affecting i.hc gold standard will 
make it necessary so to distinguish. 

It is, therefore, a possible coiisequence of the present war, 
more likely in proj)ortion. as the war is prolonged — I cannot say 
that I yet think it probable - -that some international regulation 
of the st^fndard will be forced on the principal countries of the 
world. If it prove one of the after-effects of the present struggle, 
that gold is at last deposed from its de8f>otic control over us and 
reduced to the position of a constitutional monarch* a new chapter 
of history will be opened. Ma»i will liave made another step 
forward in the attainment of self-government, in the power to 
control his fortunes according to his own wishes. We shall then 
record the subtle, profound, unintended, and often unnoticed 
influences of th» precious metals on past historical events as 
characteristic of an earlier [)eriod. A new dragon will have been 
set up at a new Colchis to guard the Golden Fleece from 
adventf^trers. 


V. 

This, however, is to speculate too deeply. We can be content 
with much narrower and more certain inferences from what we 
see happening. I return, therefore, to more solid ground. 

Those who are inclined to be guided by past experience must 
not forget that in one re&[)ect of the utmost importance the 
present monetary position is absolutely without precedent. It 
has never happened before at a time of crisis that those countries, 
which are under the most urgent necessity of remitting in cash 
for what they owe or for what they need to purchase, have 
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possessed vast quantities of gold wherewith in the last resort to 
make such remittances. The volume of credit currency of on^ 
form or another which is ijow in use is, of course, mucii greater 
than at any former time. But the process, which has been going 
on during the last twenty years and which the abundance of gold 
has made possible, of putting most of the fiduciary currencies 
of the world on a “sound” fiasis by supplying large central 
reserves of gold for their support, has the effect of increasing at 
a crisis the available stock of gold- For it is possible at a time 
of strain to expand the fiduciary currencies in the old-fashioned 
way and at the same time to release the gold, returning to the 
former relatively “unsound,” but perfectly feasible, basis. For 
some time past, therefore, I have believed that the next crisis' 
would be marked, especially in its later stages, by an over- 
abundance of gold and not by a shortage of it, and that those who 
direct all their anxieties, to collecting what extra gold they can 
at such time, are jrnying too little attention to the radical change 
of conditions. At the present time the restriction of bank credit, 
which marked the early stages of the crisis, is made up for already 
by the increased issues of fiduciary currency, which is io be seen 
in nearly all the countries of the world, including our own. It 
will be far more than made up for, as time goes on, by the release 
of gold from the reserves of those countries which are in financial 
straits. 

These general considerations I wish to apply to the jx)sition 
and policy of the Bank of E'ingland. At the outbreak of war the 
Bank’s reserve of gold was normal, and anxieties were expressed 
in some quarters as to its sufficiency. The actuaj course of events 
during August have been described in my former article. 
From the outbreak of war Vip to November 18th, the amount 
of gold placed to the credit of the Bank of England from 
foreign sources (including gold “unearmarked” on Indian account) 
was ^'55,000,000. Of this £12,500,000 was “earmarked” by the 
Treasury for the Currency Note Eedemption Fund. On 
November 18th the Bank of England’s stock of gold stood at 
£72,000,000, an absolutely unprecedented amount. 

I believe that the risk of the Bank of England’s reserve falling 
below the normal in the near future may be absolutely neglected. 
The much more real danger is of an opposite kind. Gold may 
accumulate in such amounts as to make it exceedingly difficult 
for the Court of the Bank to maintain the rates for money at 
a suitable level. The authorities of the Bank ought to deprecate, 
and not encourage, the receipts of more gold from abroad. They 
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will have their work cut nut, anyhow, to maintain rates and to 
^)revent the demoralisation which the over-abundance of money, 
at a time ol under-abundance of real capital, is likely to cause. 
Further receipts of gold will merely a3d to their difficulties. 

The artificial ease of the money market has, Oj coarse, some 
compexisating advantages. It facilitates Go\ernment finance, 
for example. It encourages confidence at a time when natural 
tendencies mignt be too nervous. It may even assist in the 
industrial adjustment at the end of the war, and moderate, lor 
the moment, the amount of unemployment to be anticipated 
otherwise. But, even so, it is too dangerous, and the penalties 
of it will be excessive. 


VI. 

Let me bring together the t'.vo main contentions of this 
article. In this country, as elsewhere, there has been a large 
creation beyond the ordinary of artificial credit money, which 
here has mainly taken tlie form of hook ca-edits at the Bank of 
England. The excessive ease in our Money Market thus created 
may, as tfl'ie grounds for optimism are increased, bring about a 
dangerous and j)remature expansion. This monetary ease is 
increased by the large amounts of gold which are being received 
by the Bank of England. This gold ^relieves ftie Bank of a 
possible danger — a danger on which, in present circumstances, 
too much attention is concentrated — by making harmless one 
possible after-effect of expansionism, namely, a drain of gold 
for abroad. But it greatly increases the danger of lending at 
home much in eitce^s of the real capital available, and prolongs 
the disastrous effects of rnal-adjustment, at the same time that 
it increases them. 

The flow of gold into this country and the danger lest 
expansionism, being local, be therefore concentrated, are 
both affected by another influence— the sudden change ^ in 
the degree of our ^ willin^iess^, to. Jend ^^o^ . We 

al^r"^emanding "repaym^ in some cases, and we are re- 
fusing to make new loans in nearly all. Indeed, this is 
the prime cause of the difficulties of several sections of the 
Money Market. For reasons which are too obvious to require 
explanation, the abundance of money at home is not stimulating, 
as it usually would, the subscription of capital for abroad. This 
policy of reluctance, while necessary in some degree, has gone, I 
believe, much too far. When the security is good and the con- 
ditions otherwise suitable, it is desirable, in the interests of our 
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financial stability, that such lotos -should in moderation be made. 
The advantages of this policy r^afy be thus summarised : — 

(i) Only thus can the foreign ^changes be fully restored, and 
the difficulties be removed of those who cannot get remittance 
from abroad. 

(ii) It may be necessary, in the course of the war, to call in 
capital which we had previously lefit abi?oad. But it is not to 
our advantage to do this at a given ^time in excess of our demand 
for goods from abroad. If we call in loans when we do not want 
goods to a corresponding value, w^e do ourselves, by inviting a 
surfeit of gold, no benefit, but rather harm ; and we put our debtors 
to inconvenience, and even^clanger. Tf^ on the other hand, we only 
call in loans when we want goods with which our debtors are 
able to supply us, they will then, obviously, be in a position to 
remit what we want. Our interests and theirs — I have especially 
in mind the United States and our Dominions — are in this matter 
coincident. 

(iii) A sudden and extreme divorce between the rates for 
money at home and abroad, in a degree which cannot possibly 
be permanent, is not safe. If we stop lending abroacf too sud- 
denly and call in loans in gold, at a moment when we do not 
yet want goods, and at the same time let the rates for money at 
home fall to aT very low-level, we are aiding the other existing 
influences which tend towards the stimulation of local inflationism. 
If, as I suggest may be possible, there is going to be a super- 
abundance of gold, at least let the inconveniences of this be shared 
by the whole world and not unduly concentrated on ourselves. 

I hold, therefore, that we ought (a) to keep it he effective rate 
for money at a fairly high level, (b) not be over-anxious to 
increase our stock of gold, arid (r) not be too unwilling to re-lend 
money abroad, especially for short periods, when the security is 
good and the conditions wKat would be thought in ordinary times 
favourable. We ought not to lend or re-lend abroad at a time 
or in a manner which will interfere with our capacity to take 
goods from abroad to the utmost extent that we require them. 
But where a refusal to lend or to re-lend promotes the influx of 
gold, then such refusal is impolitic. 

Prudent financiers are likely to agree that we want to keep 
rates up. But they are less likely to approve one of the only 
two or three measures likely to aid this object, namely, the 
discouragement of gold imports. Wise as the policy of our country 
has been in this respect compared with that of any other, 
there are probably few connected with the City of London 
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who do not believe that the xdore gold comes in, the better 
rfor all of us. The influx of is too profoundly associated 

ill the minds of Gnanciers with safety, stability, prosperity, and 
wealth. The arguments on the other side — or rather not so much 
on the other side os for tgbking a middle course in this matter of 
gold are in their essence too fundamental, if this is not a paradox, 
to be perfectly persuasiiw^. * 

The path of t^ue monetaf^y policy is^a very narrow cue. Men 
are born of two kinds (except in gSpl^^th Ameiica, where all are 
Jg— mercantilist^ and inflationists — those who believe 
that a sufficiency of solid gold is a. cure for all nnancial ills, and 
those who believe that a ^jufficicncy of cheap credit and paper 
money will proinote unlimited pr()S))eriiv for us. Ea(di school in 
turn influences the conduct of afl'airs. The truth lies with neither. 
Adam Smith began the long struggle of science against instinct in 
his celebrated campaign agiiinst the mercantilists. His death was 
followed by the most terrific experiment in inflationism that the 
world has yet seen. The pres^ml. age, after a fluctuating field 
between the opposed parties, is again, on the whole, one of mer- 
cantilism.*^* Yet that will not save us, if gold, by its very abundance, 
[days us false, from the evils of inflationism. The legend of Midas 
represents lo ns the fate of mercantilism iriiirn pliant. 

VII. 

Since the above was written, the terms of the War Loan 
have been announced, and I add the following }K)stscript. 

The very large amount of the Loan is not as relevant to the 
main subject of this article as at first sight it may appear to be. 
I do not see that the Loan need, ’except perhaps temporarily, 
have fliuch effect on the excessive ense of the Money Market. 
Til so far as the proceeds of the Loan are employed for making 
advances to foreign countries or to our Horninions, or are actually 
spent abroad, or are devoted to purchases which can only be 
satisfied by importations beyond the ordinary, the War Loan 
will have the same effect as a foreign loan in discouraging an 
influx of more gold into this country. The balances of bankers 
and others at the Bank of England, however, will only be dimin- 
ished temjxirarily, and for such period as the instalments of the 
Loan are being paid up in excess of ciUTent outgoings. They 
are not permanently affected, except in such minor degree as 
may result from the Treasury’s f>aying off advances from the 
Bank of England, and unless, as an indirect effect, of no obvious 
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probability at prestot^ the Loan somehow enables Accepting 
Houses and others ^yho have borrowed from the Bank of England 
to repay. ^ , 

But the provision, by which the Bank of Elngland has agreed 
to make advances against jfche scrip of the new Loan at one per 
cent, below bank rate, is very relevant to oiir subject. This is 
a most brilliant invention from, the point of view of |X)pularising 
the Loan with the Money Market and with traders, and of 
stabilising its price in iiie. near future. But its indirect effects 
are difficult to follow oulV.and some of them are less obviously 
good. ^ 

On the one hand, the effectiveness of the nominal bank rate 
in maintaining rates will be further weakened. It may even 
prove necessary to redress the new arrangement by the Bank 
of England’s fixing bank rate one per cent, higher than 
they otherwise would. I hope they will adopt this course. 
If Discount Houses and traders and others are habitually 
in the }X)sition of possessing large blocks of stoc'h, with 
which they can absolutely rely on being able to borrow, if 
necessary, at one per cent, below bank rate, then clefLrly in all 
propositions about making a given rate for money “effective,” 
wherever the phrase “bank rate” used to occur, w^e must now 
substitute “on^ per cent. ^ below bank rate.” 

* On the other hand, the new arrangement is calculated to make 
“one per cent, below bank rate” more “effective” in the near 
future than “bank rate” is at present. For it appears to be 
a direct incitement to the Money Market to employ call money, 
&c., in carrying War Loan Stock in ]>referenie to bills of ex- 
change. In itself this change is undesirable, because, in spite 
of recent events, there is *an inherent suitability in bills of 
exchange for such a purpose. But by providing an almoi^; inex- 
haustible means of employing call money safely, the Treasury’s 
action ought to stiffen the rates for this, and, by junviding a 
formidable rival to bills of exchange, it ought to stiffen the rates 
for the latter also; so long, that is to say, as these rates are 
below 4 per cent., and so long as the price of the stock is not 
appreciably above its price of issue. When these rates rise above 
4 per cent., then all is changed, money rates being now related 
to the net yield on Government Stock far more intimately than 
has been the case in recent years. When market rate exceeds 
4 per cent., i.e., when bank rate exceeds 5 per cent., the new 
stock will lose its attractions for the Money Market. Thus to 
raise the bank rate may directly tQnd in the near future to 
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depreciate the price of the new stock. This, i fear, may act as 
argument against raising bank rate, eyen wbeir the general 
situation* requires it to be raised. It is not a good thing that 
the apparent credit of the Government should be too closely 
bound up with the effectiv^^ level of bank rate. 

The new Loan has several good chatat^tcnslics, and includes 
provisions attractive to many classes of investors, without involv- 
ing the Government in undue charge.. Bui it is primarilv a 
bankers’ loan. I mean by this tli*at the solaf '^a provided by it 
are primarily those which appeal t©.. bunkers and financiers 
generally, and which were, indeed, necessary if that class was 
to be expected to subscribe very large sniiis. I believe it would 
•have been more far-sighted* if in the Loan the Treas^^ry had 
rested content with attracting the vast sums belonging to the 
public which are now lying on deposit. It is not desirable to 
use up wdiat may be described as Money-Market money so early 
in our proceedings. The arrangement with the Bank of England, 
therefore, since it seems deliberately calculated specially to attract 
this species of fluids, js, I suspect, an luuvise one. We are still 
. a^ very lor^g way off the necessity of following the German example 
of encouraging subscriptions to our War Loan, whicli are not of 
the character of investments pure and simple, but are to provide 
a basis for borrowing by the immediate subscriber^ 


Vlll. 

Some critics of the article 1 wrotii in the last number of this 
Journal have c(jm])laine(l that my judgment of what the Banks 
did w^as harsh, and not in all resjiects just. J’lie Bankers' 
Magazme pleaded that I made no aiilow^ance for natural discomfi- 
ture ia face of the unforeseen. Perhaps this was so. In one or 
two respects, which 1 hope to correct in proper detail on a later 
day, im]>erfect knowledge caused me to describe the action of the 
(Uearing Banks, as distinguislied finin some other Banks, with less 
than fairness. But my disappointment — that our banks did not 
grapple witli the situation more, boldly and that there was called 
forth so little insighi and personality above the normal—was that of 
an admirer, my complaints those of a true lover. I believe our 
banking system, and indeed the whole intricate organism of the 
City, to be one of the best and most characteristic creations of that 
part of the genius aud virtue of our nation which has found its 
outlet in “business,” a system and organism which, like London 
herself, is a work of m^n without, for that reason, altogether lacking 
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some of those attributes of spontaneity and admired disorder which 
we generally associate with nature. An academic writer, whose# 
employment leads him to study and compare the banking'arrangfe- 
ments of other countries ti^an our own, is not likely to under- 
estimate the advantages we enjoy. Our financial structure was 
so strong, and its frame so well conceived to meet a shock, that 
I was no more afraid for it in the first days of August than I 
am now. Thanks to its intrinsic properties, we find our financial 
strength increasing day by day, and not diminishing. We can 
meet all of our liabilities and can draw for our material resources 
on the whole world. All the more reason for relying on this 
strength (‘ourageously and throwing no advantages away. It was 
reason for some dismay to see bankers inclined to haggle when 
they should be constructing, and si>eaking feebly of “their duty 
to their shareholders” — though, of course, no one would have 
wished or countenanced anything dangerous to our Banks or 
opposed to the permanent interests of their proprietors — when 
all should have been thinking of the State. 


J. M. Keynes 



NOTES AND MEMORANDA 


A SEVENTEENTH-C^^iNTURY LaBOER EXCHANGE : A CORRECTION. 

In the last issue of the Economic Journal (8e})tember 1914) 
under the title of “A Seventeenth-Centuiy Labour Exchange/’ 

I gave an account of the “Office of Addresses and Encounters/’ 
established in 1650 by Henry Robinson in Tnreadueedle Street, 
London. As far as I was then aware, the “Office” was an 
invention of Robinson himself, so that he might fairly be regarded 
as the founder of the earliest general Labour Exchange. 

In fact, no such priority can be claimed for Robinson. His 
“Office of Addresses and Encounters” is taken bodily and literally 
from the “Bureau d’adresse ct de rencontre,” established by 
Theophraste Renaudot at Baris in 1630. 1 have not as yet been 

able to examine Renaudot’s own account of his “Bureau” (con- 
tained in til M8. “Inventaire” of which two copies alone are 
stated lO exist — in the Bibliothequc de Rouen, and the Biblio- 
theque Mazarine at Paris). The identity of title and funciions, 
however, and the extracts from the “Inventaire” given in Gilles 
de la Tourette’s biography of Renaudot (Paris, 1884) leave no 
doubt as to the position. Robinson’s pamphlet describing his 
“Office” falls into the category of naked and unashamed 
plagiarisms not uncommon in his and in earlier times. 

There is not % word in the pamphlet, from first to last, to 
suggest that the “very great discovery” of an Office of Addresses 
and Encounters was a discovery of arityone but Robinson himself. 
As a matter of fact, however, Renaudot first put forward the 
idea of his “Bureau d’adresse et de rencontre” in 1612, and 
himself cites Montaigne (Essays, 3., 34) as an authority for his 
proposals. More than twenty years before, indeed, Sir Walter 
Raleigh had exerted himself to put some of Montaigne’s sugges- 
tions into practice, and to establish a clearing house of scientific 
knowledge and of ideas. Renaudot, after much opixisition, 
actually established his Bureau at Paris. 

This Bureau, like Robinson’s “Office,” was not merely a 
Labour Exchange. It was a centre for eveiy kind of buying 
and selling, letting and hiring, borrowing and lending ; a matri- 
monial agency, a charities register, &c., &c. Even in regard to 
such a detail as the hours of lousiness, Robinson faithfully imitated 
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his original — except that his “ Office ” was not to be open on 
the Lord’s Day. ^ 

In one respect, indeed, there was a difference. ‘There ^s 
nothing to show that Eobinson’s “Office” ever had more than a 
theoretical existence. Renaiidot’s Bureau, backed by a royal 
patent giving it a moDoix)ly, was in operation as a well-established 
institution from 1630 to 1644 (when it was closed under the 
circumstances noted below). In 1639, indeed, a decree of the 
police authorities made it compulsory for all workmen coming 
to Paris to register at the Bureau within twenty-four hours. In 
1647 the Bureau was to some extent revived, and was apparently 
actually at work three years later, when Eobinson published his 
pamphlet. * c; 

Renaudot was a man of considerable note in his time. By 
profession a highly successful physician, he was in spirit a social 
reformer and inventor. He held for many years the ap|X)intment 
of “Commissaire general des pauvres du royaume.” His energy 
was inexhaustible, and his Bureau became the centre of a whole 
series of new activities. To its original functions were added those 
of a mart and sale-room for all kinds of commodities and of a 
moni-de-pietc. Later it became the scene of weekly public 
conferences, where every sort of question was debated. It is 
interesting to ^ote that while Renaudot was prepared to use his 
Bureau as a register of* charities available, he refused to allow 
it to distribute relief. 

In addition to creating the first Ijabour Exchange, Renaudot 
was a pioneer in starting new8}>apers, pawnbroking establish- 
ments, and free medical relief (Consultations Charitables) for 
the poor. He advocated the new arts of medicine in opposition 
to the scholastic traditions.* It was this which led him into a 
long and bitter struggle with the powerful faculty of doctors, in 
which, after the deaths of his protectors (Richelieu in 1642 and 
Louis XTII. in 1643), he was beaten. His Bureau was closed 
and he was forbidden to practise medicine. He died at last in 
1653, “gueux comme un peintre,” according to the sneer of his 
chief opponent, but not till after he had seen the triumph of his 
views in medicine, and the imitation of his most far-reaching 
innovation (the Consultations Charitables) by his enemies. And 
in our day his work may be cited to show that Labour Exchanges 
are really a French and not a German invention. 

W. H. Beveridge 
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Agetoultural Credit in Ireland. 

Report of the Departmental Committee on AgricUi^uraJ Credit in 
Ireland, [Cd. 7375.] 1914. Pp. xvi + 407. Price 45. 8d. 

This is certainly one of the best things that has been published 
on popular credit in agricultural parts, ard it appears most opjxir- 
timely at the dawn of a new era in Irish agriculture. Its interest 
and value, however, extend far beyond Ireland, for, though 
national characteristics play a large part in determining the main 
features that are needed in popular institutions to render them 
ejfective at their best, there is-much that is common in the require- 
ments of all peasant proprietors, as there is much that is common 
to all human nature. The investigation undertaken has been 
thorough, and numerous facts have been brought to light for 
the first time. The excellence of the work done is due to some 
extent to the admirable constitution of the Committee. Among 
the experts are a banker, an estate commissioner, a Poor-law 
commissioner, Mr. Gill (of the Irish Department of Agriculture), 
Trefessor lAnlay (an economist whose knowledge of co-operation 
in relation to agriculture is extensive), and last, but by no means 
least, Professor Bastable, whose insight and experience in tracing 
and balancing economic issues must hav.e been ot incalculable 
service. A beginning is made with a careful analysis of the needs 
of agriculture in respect of credit. These needs, it is maintained 
by the Committee generally, cannot be met by joint stock banks, 
because their methods of doing business are not now adapted to 
the purpose. One •member, however, attaches a dissentient note 
on this point, though signing the main rejxirt. He regards the 
present facilities for obtaining credit as adequate, and draws 
attention to the development within the last ten or fifteen years 
of joint stock banking operations in Ireland. The Committee as 
a v/hole go on to argue that agriculture need not be dependent 
upon the resources of joint stock banks, even with the present 
disposal of savings, as there are large deposits in the Post Office 
Savings Banks in rural parts, which are now largely invested in 
England. By suitable organisation these savings might be diverted 
to the financing of small agriculturists. In the absence of this 
organisation, and in view of the comparative helplessness of the 
joint stock banks, agriculture, it is maintained, is starved for want 
of capital, and driven to the costly expedient of the “trust auction ” 
system, which is fully explained in its several forms. This 
ruinous system, combined with long credit at shojis, has taken the 
No. 96.— VOL- XXIV. u u 
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place of the “gombeen man” of notorious memory, and it cannot 
be said that, through the change, the impecunious farmer has suc- 
ceeded in jumping from the fire even as far as into the frying-fan. 
Aid through the Loan Fund Board (the history of which is given) 
is failing, and to such an extent that the Committee recommends 
the transference of the functions of this Board to the Agricultural 
Credit Section of the Department of Agriculture. As regards the 
land loan schemes of the Board of Works, on the other hand, 
there is said to be room for a more extensive recourse to them. 

Co-operative credit as another expedient is minutely considered. 
Numerous faults were found in too many cases, for instance exces- 
sive reliance on State loans, insu0icient inspection, an unwise 
choice of secretaries or lack of the right men, and carelessness or 
inefficiency on the part of the Committees ; but in co-operative 
credit, as it exists, the Committee sees the nucleus of what is 
needed. Experience shows that the root of the matter in the 
honesty and good faith of the farmer can be relied upon. But 
certain reforms are suggested. Greater security must be insured, 
and this can be secured partly by limited liability. Again, 
responsibility and initiative have been weakened by the ease witip 
which cheap loans have been got from the State. Coming to 
details as regards organisation, the Committee, however, loses its 
unanimity. \]\ but three out of the eight members would like 
to see the organisation of credit societies placed under the Depart- 
ment of Agriculture, aided by an advisory committee representa- 
tive at least of joint stock banks, co-operative societies, and the 
various State Departments dealing with agricultural loans. Pro- 
fessor Finlay, one of the dissentients, explains in a note the 
ground of his objection, wffiich is in substance that State control, 
with all that it entails, wbuld undermine the spirit of self-help 
which is the soul of co-operation. In view, particularly, of the 
effect of the cheap loans from the State, his contention is a 
weighty one ; but, with the admitted need for a stringing up of 
the management and for greater security, forcible arguments can 
be adduced on the other side. Indeed, so greatly impressed were 
the Chairman and Professor Bast able with the latter need, that 
in a supplementary note they put the case for a State guarantee 
for the security of deposits ; and any such guarantee without State 
control would be out of the question. In conclusion, it may be 
said that the work done by the Committee has paved a high-road 
to the solution of the problem for Ireland. All the facts have 
been elicited and impartially set forth; and differences in their 
interpretation, and in the practical judgment founded upon them 
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jjncl upon expectations of the future, have been frankly stated. 
T]\ere arcw strongly marked conflicting views but the Committee’s 
impressive agreement on the end to be attained, and upon the 
general nature of the mea/^.s of attaining it, may be taken as an 
assurance that the problem will not be allow^ed to rest. 

S. J. CtlArMAN 


The Trade India in 1913-H. 

Review of the Trade of India in 1913 -14. (Calcutta : Government 
Printing Oflice. 1914. I Vice 12 annas.) 

M cmoranduni and Statistical Tables fclating to the Trade of India 
with Git many and Austria-Hungary . (Calcutta : Govern- 
ment IVinting Oflice. 1914. Price 8 annas.) 

This issue of the annual Eeview of the I’rade of India is 
the first which has appeared under tlie editorship of Mr. G. F. 
Sbirra», who has been appointed by the Government of India 
to the ne^^ly created oflice of Director of Statistics. Mr. Shirras 
has revised its form in a good many respects, and has taken the 
opportunity to introduce several improvements. He is to be con- 
gratulated on one of the first fruits of his new ap{X)intment. 

Amongst the features to which it is* worth while to draw 
special attention is the index number of prices based on the 
recorded values of articles entering into foreign trade. As in this 
country, the value of foreign trade at the j^rices of the preceding 
year, as well as at the prices of the current year, have been 
calculated for India for some time past. But M'r. Shirras has 
now used this material as the basis oh a carefully compiled index 
number.^ He finds that in 1913-14 prices were about 2 per cent, 
higher than in 1912-13, while the volume of foreign trade increased 
by about 4 per cent. The articles of export which show an 
important rise in price were tea, wheat, and jute, while rice and 
linseed fell in price. As regards the quantities exported there 
was an important increase in the case of raw cotton and a decrease 
in the cases of wheat, raw jute, and opium. In the case of raw 
jute there was a considerable increase in the aggregate value in 
spite (or because) of a considerable decrease in the aggregate 
volume. 

It is to be wished that Mr. Shirras had compiled index numbers 
for exports and imports separately, and not, as he actually has 
done, for the two combined. When the international position of 
India is being considered it •is much more important to know 

u XJ 2 
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whether a given quantity of exports is buying more or less than 
before in the way of imports, than to know the actuatl averj^e 
price for the two combined in terms of money. It appears from 
the figures that the tendency of recent years, by which the rate 
of exchange has been moving in favour of India and her goods 
have bought an increasing quantity of the goods of other countries, 
has continued. It is also very important to make it quite clear 
to the reader that this index number is weighted according to 
the relative importance of different commodities regarded as 
articles of foreign trade, and that it is not a reliable index for 
expressing changes in the purchasing power of money in India 
generally. 

In the passage dealing with the balance of trade, Mr. Shirras 
has gone beyond the ascertained figures and allowed himself to 
guess that “at least E45 crores were remitted in 1913-14 for 
interest and services rendered, and that some K24 crores of new" 
foreign capital were probably at the disposal of India.’’ I do not 
wish to question these figures, but the evidence on which they 
are based is not stated, and any such estimate must necessarily 
be so very doubtful that they ought hardly to appear irf an official*" 
publication without more w"arning as to their dubious character 
than has beei^ given. 

The result of an inquiry into the changes in wages are of 
much interest. It has been found from an examination of returns 
supplied by leading industries — cotton (Bombay), woollen (Cawn- 
pore), jute (Bengal), paper (Bengal), rice (Eangoon), mining 
(Bengal), and brewing (Punjab), that there has been a general 
rise in wages in these industries during 1913"^14 of 3 per cent. 
The greatest rises are of 9 per cent, in the cotton industry in 
Bombay and of 9 per cent, in the woollen mills of Upper India. 
In spite of this rise of wages, there has been an insufficiency of 
mill hands in the cotton factories in Bombay. The supply of 
factory labour in India seems, indeed, to be extraordinarily in sen- 
sitive to even considerable increases in the prevailing level of 
wages. Mr. Shirras concludes his account with the following 
summary : — “It is interesting to note that the rise in the wages 
of industrial labour has not been so great as in the case of 
agricultural labourers and village artisans. Money wages have 
over long periods increased in all industries, and the rise has 
generally been greater than, or equal to, the rise in retail prices, 
except in the tea, sugar, and brewing industries. An examination 
of Indian wage statistics during the last decade shows that this 
is certainly the labourer’s day.” 



1914] THE TRADE OF INDIA IN 1913-14 641 

In present circumstances one naturally looks with special 
'attention at the character of Indian trade with Germany and 
Austria, the figures relating to which have been collected together 
in a special Memorandum. Germany has been an important 
market for four classes of Indian products ; raw cotton, raw hides, 
raw jute, and rice. The value of the exports of these four 
commodities to Germany and Austria in 1913-14 exceeded 
£18,000,000, and the (cessation of deinand from these markets 
must necessarily prove somewhat serious. In the case of raw 
cotton we have no more than an aggravation of a position difficult 
in any case ; and the cessation of imports of German and Austrian 
cotton manufactures, having an annual value of more than 
£1,000,000, may bring with it a small CQm}>ensatory influence, 
for these have probably competed rather'with tlie products of 
Bombay than with those of Manchester. The case of rice is 
not important, as the ex[M:>rt to these couilvies is in any case 
but a trifling percentage of the total production. The price of 
jute one would expect to be alTecU vl coi^8ideral)Iy by the loss 
of the German market. The trade in raw hides presents a sorae- 
-what curionis feature. The export of raw hides to Germany and 
Austria is not less than 56 per cent, of tiie total export. Tanned 
hides, on tlie other hand, (‘ome chiefly to London and hardly at 
all to Germany. As there will be a good dema»d for leather, 
it looks as if the tanning industry in Tndia'miglit benefit. Another 
industry which may experience a temjxirary revival is that of 
the production of indigo. What was once one of India's princijial 
' exjxirts has rapidly sunk in recent years, on account of the com- 
petition of the i^nthetic product, to very small projxirtions. 
Indigo production in India reached its maximum in 1894 -5, and 
the first commercial manufacture ol» the synthetic dye was only 
made 1897. Unfortunaiely, the indigo plantations have been 
cut down so much in recent years — the exports of 1913-14 being 
reduced by no less than 43 |>er cent., as compared with those 
of so recent a year as 1911-12— that it may be impossible for the 
industry to make any substantial response to the ternixirary good 
times now presumably in front of it. 

The trade in sugar shows some features of interest. 
India, which is the largest producer of cane sugar in the 
world, producing no less than 3 million tons a year, im- 
ports in addition something like 1^ million tons. The import 
of sugar has increased by leaps and bounds in recent years, 
and while a substantial amount of beet sugar is imported, the 
increase is mainly due to huge receipts of cane sugar from Java 
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and Mauritius. This increase has been encouraged by a sub- 
stantial fall in price of about 10 per cent, between 1912-13 and 
1913-14. As a result of the huge purchase of sugar lafely made 
by the British Government, as a result of the Eeport of the Koyal 
Commission on Sugar Supplies, a large amount of the sugar from 
Java and Mauritius has been bought at a higher price than has 
prevailed lately, for consumption in this country. The effect will 
be, I expect, that the Indian consumer, who cannot afford to pay 
the enhanced price, will have to be satisfied with what is produced 
by India herself. The main burden, therefore, of the diminution 
of the «ugar supply due to the cutting off of Austrian and German 
beet sugar will fall on the Indian consumer. The fact that there 
is this large consumption in India, which has grown up buf 
recently, and which 'cannot stand any large increase of price, 
makes it possible to fill up the supplies needed for this country 
with a comparatively small advance in price. And, further, 
the diversion of the Javan sugar from India to Great Britain does 
not open any additional neutral market for the absorption of 
German and Austrian sugar hitherto consumed in Great Britain. 
As against the eff'ect on the Indian consumer theije are two 
advantages to be reckoned. As regards the balance of trade, 
the diminution of sugar imports may help to make up for 
the diminutioti of exports which it is natural to anticipate. 
And, secondly, tlie recent attempts, which are being subsidised 
by Government in India, to produce sugar on more economical 
lines and on a larger scale and with the assistance of central 
factories, may receive some useful stimulus. The diminution 
of the available sui)ply from Java has come at atfortunate moment 
for the Indian sugar industry, as the example of very successful 
sugar cultivation in Java has just provoked attempts to imitate 
in India the methods which have proved so successful elsewhere. 

J. M. Keynes 


Graduated Income Tax Abroad. 

Reportfi from His MajesUfs Bepreseniaiivcs Abroad Bespecting 
Graduated Income Taxes in Foreign States, 1913. fCd. 
7100.] 

In 1905 the Government published Command Paper 2587, a 
Blue Book on graduated income taxes abroad. A desire having 
been manifested to bring the material up to date, a much fuller 
investigation was made by His Majesty's Eepresentatives and 
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has been published under the above description. The reports 
f^roper comprise about 150 pages ; but the Inland Eevenue Depart- 
melit has* furnished an introductory reporl; of some thirty-four 
pages, classifying and summarising the information. This intro- 
duction will be found very useful. It takes up ;n turn the ques- 
tions of graduation, of differentiation, and of special abatements. 
The methods of effecting progression are classitied as follows : — 

(a) The abatement system with a uniform percentage rate, 

but with a certain amount deducted fi om every income. 

(b) A system of special categories with vaiying percentage 

rates. 

(c) The tariff system Vvdth many categories. 

(d) The surtax system. 

The methods of effecting differentiatfon are classified as 
follows : — 

(a) Differentiation within tlie income tax itself by means of 

different rates for different kinds of income. 

(b) Differentiation by means of a. separate general tax on the 

capital value of prvq>erty coiuiiined witli the general 
•income tax. 

(c) Differentiation by means of separate taxes on the yield 

oJ different sources of income combined with the 
general income tax. • 

(d) Differentiation by means (ff a property tax on the capital 

value of property combined with an income tax on the 
unfunded income only at a lower rate. 

(e) Differentiation by means of allotting the assessment under 

a geneifal income tax with a fraction of the value of 
any property possessed by the tax ])roj)e;r. 

Instructive sections are also addhd on foreign incomes and 
the incomes of foreigners, on tlie taxation of com])anies, and on 
the administrative machinery. 

The only criticism to be urged is the use in tlie inirodqctory 
report of the terms ''subjective’’ and "objective” taxes. This is 
a German and not an English nomenclature. 

The parts themselves are fairly full and accurate. In the 
case of the United States no mention is made of the graduated 
income tax of South Carolina. The report on the whole is a 
distinctly useful and valuable ]>iece of work. 

E. E. A. Seltqman 
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Other Official Papers. 

Report on Changes in Rates of Wages and Hours of Labour in 
the United Kingdom in 1913, with comparative statistics, 
[Cd. 7635.] 1914. Price lid. 

The upward movement of wages which commenced in 1910 
seems to have reached its culminating point in August, 1913. 
From that month onwards there was some falling off. The follow- 
ing table (in which changes affecting agricultural labourers, sea- 
men, and railway servants are not included) shows a remarkable 
concurrence between periods of rising wages and periods of low^ 
rates of unemployment. For the definition of a change in rate of 
wages, which is somewhat technical, the reader who would use^ 
these figures for any precise purpose is referred to page x of 
the ReiK)rt itself. 



Net Increase or Decrease 

in Rates of Wages per week. 

Mean percentage of 
Trade Union 


Years of Falling Wages. 

Years of Rising Wages. 

Members Unemployed. 









Number 

affected. 

Amount of 
Decrease 
per week. 

Number 

affected. 

Amount of 
Increase 
per week. 

Years of 
Bad or 
Declining 
employ- 
ment. * 

Years of 
Good or 
Improving 
employ- 
ment. 

1894* 

670,386 

£ 

45,092 

_ 

£ 

6-9 



1895* 

436,718 

•> 

28,125 

— 

— 

5-8 

— 

1896 



• 

607,654 

26,519 



3-3 

1897 

— 

— 

597,444 

31,508 

— 

3*3 

1898 

— 

— 

1,015,169 

80,713 

— 

2-8 

1899 

— 

— 

1,175,576 

90,313 

— 

20 

1900 

— 

— 

1,135,786 

208,588 

— 

2-5 

1901 

932,126 

76,588 





3-3 



1902 

887,206 

72,595 

— 

— ♦ 

40 

— 

1903 

896,698 

38,327 

— 

— 

4-7 

— 

1904 

800,658 

39,230 

— ' 

— 

60 

— 

1905 

688,889 

2,169 

4 i 

— 

60 1 

— 

1906 





1,115,160 

57,897 


* 3-6 

1907 

— 

— 

1,246,464 

200,912 

— 

3-7 

1908 

963,333 

59,171 

; 

__ i 

7-8 



1909 

1,154,796 j 

68,922 

— 

— 

7-7 

— 

1910 





648,938 

14,634 



4*7 

1911 

— 

— 

916,366 

34,578 

— 

30 

1912 

— 1 

— 

1,818,240 

139,404t 

! 

3-2 t 

1913 

— 1 

— 

1,906,878 

178,711t 



21 


Net weekly advance £633,458. 


In those years the fall in wag ).s was almost confined to the coal mining industry, 
t Omitting March, which was seriously affected by the coal strike, the percen- 
tage was 2*5. 

X Exclusive of any changes in wages resulting from the Awards under the Coal 
Mines (Minimum Wage) Act and from the Minimum Wage Regulations under the 
Trade Boards Act, • 
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The Board of Trade point out that : — “ Some industries are 
subject to more or less regular sequences of rising and falling 
wages ; while in other industries the rise iii wages, though greater 
in some years than in others, is practically uninterrupted. Coal 
mining, in which there have been more years of falling than of 
rising wages during the last twenty years, is tiie best illustration 
of the first gi'oup. On the other hand, the printing trades, the 
food and tobacco trades, and employees ol public authorities, 
have not had a year of falling wages during the twenty years 
covered by these statistics; w^hile the tiansport trades and the 
building trades, though showing little rise in some years of the 
period, show^ few years of actual reductions.” 


Return y m chronological order, of all Acts passed for the Inclosure 
of Commxms or Waste Lands hi llngland and Wales, arranged 
under the headings Of the counties in alphabetical order, 
[H. of C. 399.] 1914. Price 9d. 

This Ke)x)rt has been con^piled ie d comprehensive manner 
and incorporates the information contained in Lord Worsley’s 
Keport oT 1843. The acreages of the areas inclosed have been 
added where possible. 


Memorandum on the steps tahen for the Prevention and Relief 
of Distress due to the War. [Cd. 7603.] 1914. Price 5^d. 

This White Paper gives ()articulars of the aj^pointment of the 
principal official Committees on distress, and copies of the circular 
letters, &c., issued last August. 

Third Interim Report of the RoycA Commission on the Natural 
Resources, Trade, and Legislation of certain portions of his 
Majesty's Dominions. [Cd. 7505.] 1914. Price 9d. 

This lieport deals with South Africa. To be reviewed. 

Fourth Annual Report of Standing Committee on Boy Labour 
in the Post Office. [Cd. 7556.] 1914. Price 3d. 

The Committee’s measures are now in full working, and 
whereas in the year before the appointment of the Committee 
the number of boys dismissed by the Post Office for lack of 
prospects was 4,471, practically no boys are now dismissed for this 
reason. Full details of the measures adopted are given in this 
Eeport. 
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Report of the Deputy Master of the Mint, 1913. [Cd. 7566.] 
1914. Price 1^. 

The last year’s issue of this Eeport was reviewed *in this 
Journal somewhat fully. The returns of gold coin held on 
June 30th, 1913, which was a Monday, by seventy-seven banks, 
including the Bank of England, came to £69,524,127, as compared 
with £60,640,681 in the previous year, when the return fell on 
a Saturday. For the first time, figures were collected of the 
quantities of bronze coin held by the banks, which on June 30th, 
1913, amounted to no less than £710,770. 


Report of the Board of Agriculture for Scotland on Home In- 
dustries in the Highlands and Islands, [Cd. 7564.] 1914. 
Price ll^d. • 

This is a report written by Dr. W. E. Scott, who was 
appointed in 1911 by the Secretary for Scotland to investigate and 
report upon home industries in the congested districts of Scotland, 
and in particular on the relation of these industries to the life 
of the people of the Highlands and Islands. The first part treats, 
with Dr. Scott’s usual learning, of the development of#industry 
from the sixteenth century. Other parts deal in succession with 
the Highland cottage tweed industry, Shetland hosiery, the lace- 
making industry wickerwork and basket-making, and the kelp 
industry. This report will* be reviewed in more detail in the next 
issue of the Journal. 

Industrial Directory, Ninth Issue, [Cd. 7483.] 1914. Price 

Is. 3d, 

This directory, prepared by the Departm^ent of Labour 
Statistics, includes within its.scope : — Employers’ Associations, 
Trade Unions, Federations of Trade Unions, Trades Councils, 
Conciliation and Arbitration Boards, Co-operative Societies, 
Friendly Societies, and lists of Board of Trade Labour Exchanges, 
of inspectors of mines and factories, and of insurance committees. 

The Report of the Agricultural Organisation Society for the year 
ended March 31 st, 1914. (London : Stepney Price. Pp. 120. 
1 ^.) 

Sixth Report of the Registrar of Boards of Conciliation and 
Investigation on the Proceedings under the Industrial Dis- 
putes Investigation Act, fiscal year ending March 31st, 1913. 
Ottawa. 1913. 

This report includes a review of the proceedings during the 
six years for which the Act had been in •operation. 
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Wholesale Prices, Canada, 1913. Eeport by E. H. Coats. 
(Ottawa : Government Printing Bureau. 1914.) 

This report based on returns, sent in on the 16 th of each 
month by correspondents from some fifty localities in the Dominion 
having a population of 10,000 and over, relating to the current 
retail prices of twenty-eight articles, entering prominently into 
the cost of living, and the prevailing rental for a r.presentatWo 
working man’s dwelling of the better class. '‘Ketail prices “were 
comparatively steady in 1913, except for meat, which showed an 
upward tendency. The weekly cost of the above food budget, 
which would have been 29<9. in 1910, rose to 29^9. 9d. in 1911 and 
^30s. Id. in both 1912 and, 1913, an increase of 5'C per cent, in 
the period. The average weekly e:.penditure oil fuel and lighting 
rose from Is. id. in 1910 to 7-9, 5d. in 19ll, Is. Id. in 1912, and 
75. lid. in 1913, an increase of 8 per cent, since 1910. The 
average weekly rental of six-roomed dwelling, which was 
16.9. lid. in 1910 and 19.11, rose to 195. 2d. in 1912 and 195. lOd. 
in 1913, an increase of 17*3 per cent, since 1910. The aggregate 
w^cekly household expenditure of a wc^^'kiiian’s family on food, fuel, 
lighting, •and housing was 9*6 per cent, higher in 1913 than in 
1910, assuming an identical standard of living in both years.'’ 

Official Year Book of the Commonwealth of Ausitralia, coniaming 
authoritative statistics for the perM ] 901 T 91 3 and eorrected 
statistics for the period 1788 to 1900. Issued by G. H. 
Knibbs, Coumionw^ealth Statistician. (Melbourne : McCann, 
Bird&Cd. ]914, Pp. xl + l()98.) 

“The secdio® dealing with Labour and Industrial Statistics, 
a subject on whicli special and organised investigation lias been 
carried out by the Bureau for the* last two years, has been con- 
siderably exi)anded, and new and valuable tables have been 
introduced.” 

Statistics of the Dominion of New Zealand for the Year 1912. 
2 vols. (Wellington : Government Printer. 1913. Pp. 
xii + 9()2.) 

Statistics of the Dominion of New Zealand for the Year 1913. 
Vol. II., Trade and Interchange. (Wellington : Government 
Printer. 1914. Pp. 272.) 

Report on the Results of a Census of the Dominion of New 
Zealand taken for the night of the 2nd April, 1911. By 
M. Fraser, Government Statistician. (Wellington : Govern- 
ment Printer. 1913. Pp. 178.) 
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The Municipal Handbook of New Zealand, 1913. By M. Fraser. 
(Wellington : Government Printer. 1914. Pp. 223.) 

The New Zealand Official Year-Book, 1913. By M. Fraser. 
(Wellington : Government Printer. 1913. Pp xi-f987.) 

The above compilations, which have been ably put together by 
Mr. Malcolm Fraser, the Government Statistician, comprise 
between them a very complete account of the statistical and other 
information available about conditions in New Zealand. 


Library of Congress: List of References on Water Rights and 
the Goyitrol of Waters’ Compiled under the direction of 
Hermann H. B. Meyer. (Washington : Government Print-'» 
ing Office. 1914. , Pp. 111. Price 15 cents.) 

Obituary 

Eugen Von Bohm Bawerk. 

The tidings that this autlior, so well known among economists 
for a quarter of a century, has passed away from us, ^ill cause 
wide-spread regret and sorrow. 

Born at Briinn, in Moravia, February 12th, 1851, he died 
at Vienna on August 28th of this year. It is little more than a 
year since this J ournal recorded ^ the completion by him of a 
masterly work, to which, feeling no abatement of his jxiwers, 
he intended to add another.*^ But his message had been delivered. 
Beginning first as a skilful expositor of “final utility” and its 
relation to Value, in the track of Jevons and Mtjnger, then as a 
subtle and penetrating critic of past and current theories of Capital 
and Interest, he proceeded fo state, illustrate, and defend an 
original theory of Interest, founded on men’s different evaluation 
of present and future goods, in short, on the distinction of Time 
present and ‘Time to come, a distinction as old as humanity, but 
never enough studied before for its bearing on economic puzzles. 
The statement, illustration, and defence were the chief employ- 
ment of the last years of his life, so far as he was free so to 
employ them. 

After his student’s course in law and economics at Vienna, he 
was drawn into work of a clerical character in the Finance 
Department of the Imperial Government, and was so engaged 

^ June, 1913, Kapital und Kapital-Zins, Positive Theorie, Part II., 8rd ed. 
g' ^ Preface to 3rd Ed. Part. I. p. xvii. It would have been on the respective 
influences of the “ social ” and of the “economic category. 
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for about three y^ars, 1872-1875.^ The same department claimed 
his services at a later period for higher work. But after taking 
Bis doctor’s degree in law, 1875, he gave himself to economic 
study, at Heidelberg, Leipzig, and Jenj^, under Knies, Koscher, 
and Hildebrand, becoming in 1880 Pnvatdv'^cnt in political 
economy at Vienna, anu being then immediately called to Inns- 
bruck, first as assistant, then as Professor extraordivanus , 1881, 
then as full Professor ^ 1884. After ten years cf lecturing and 
writing, he was summoned to Vienna again, 1890, tD be 
Ministcrialrath in the h'inance Department. The projected 
changes in the Austrian currency needed an economist; and 
Bohm Bawerk was at hand when they were made in 1892. He 
was assessor and vice-chairman of ':he Commissiori which led to 
the adoption of the Gold Standard with flie Krone as unit. His 
full title there was Sectionschef Dr. Hitter von bohrn Bawerk. 

Thereafter, though he had occasional glimf>se8 of academic 
life, he was not completely restored to It till 1909. He wrote to 
a friend in that year that he was glad to he at last quite free to 
devote himself to economic study, ids heart was there and he 
was not^conscious of decay. He certainly showed none. Since 
1909 he had been Professor of PcUtical Economy at Vienna, along 
with his brother-in-law. Professor Wieser, and his friend. Pro- 


fessor Philippovich. . 

His writings will play a part in economic discussion long into 
the century, and his place among the makers of economic theory 
will be a high one. He had the happiness of finding good trans- 
lators His gifts of intellect and expression have been 
frequently note^ in this Journal. He showed a lively interest 
in the controversies carried on in English and American journals, 
to which he frequently contributed. He was one of the founders 
and Editors of the Zeiischrift filr Volkswirischaft, Socialpohttk, 
und Vcrwdtung, Vienna and Leipzig. 1892, the intention of which 
was, inter alia, to encourage theory. He was Vice-I resident of the 
Imperial Academy of Sciences in Vienna." 

In lecturing he was clear and self-possessed, but he had no 
passion for the work, preferring the study to the lecture room. 
Never bitter in controversy, he was quiet, modest, and affectionate 
in private life. The estrangement of his nation from our own may 
have hastened his end. 


1 Flstor’s Handhuch der StaatswhsemchafUn, article “ Biihm Bawerk.” He 
w Praktikant (assistant), then Conzipisi (prdcis-wnter). 

Minerva oi 1910, p. 1221 ; “ Vice-prasident Eugen Bitter Bohm von Bawerk 

K. K. Finanzminister.” 
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Thougli there must have been a University thesis, his first 
book seems to have been : Rechte und V erhdltnisse vor)% Stand- 
punkte der iwlkswirtschaftlichen Guterlehre, Innsbruck, 1881. 
He there contends against Macleod and others that credit is 
not capital, and that in dealing with such “immaterial goods’* 
as patents and goodwill we must beware of counting the same 
things twice over. Two articles in the Jahrbucher fiir National- 
okonomic und Statistik, 1886, were a careful re-statement of what 
is commonly called the theory of Final Utility. These articles 
contain his first principles, and the substance of them has been 
reproduced in English. 

What is better known in English is his Kapital und Kapital- 
Zins. The first volume (History), 1884, and the second (Theory), 
1889, were translated b*y Professor William Smart, 1890, 1891. 
The searching criticism of Karl Marx, Zum Abschluss des Marx- 
schen Systems, 1896, was translated by Mrs. Murray Macdonald, 
1898. It was his contribution to the celebration of the 
academic jubilee of his old teacher, Karl Knies.^ Various articles 
in the economic journals of all nations appeared from his pen in 
defence of his positions, over a period of above twenty years. The 
fruits of them were gathered into his new editions of his greatest 
book, especially the third edition of Kapital (Theory), his ripest 
work. * 

His main theory, the “agio-theory” of Interest, has been taken 
up by large numbers, though with such diversities of interpreta- 
tion that we can hardly say he founded a school. But his ad- 
herents form, if not a new school, a left wing of the old school 
of final-utilitarians, and seem to hold the hegemori^^. Be this as it 
may, the influence of the man is undoubted ; and many of us will 
agree with Professor Loria wfien, in the Harvard Quarterly of 
October, 1891, he speaks of this master as “one of the glories 
of European science.” 

J. Bonar 


Current Topics 

At the recent meeting of the British Association in Australia 
Mr. A. Duckworth, the Eoyal Economic Society’s correspondent 
in New South Wales, communicated a Paper on “The Kate of 
Interest in Australia in Theory and Practice,” from which the 
following extract is taken : — “In Australia, up to 1892, the leading 
life ofiice had secured an effective rate of about 6 per cent. In 

1 Obituary in this Journal, 1899, p. 489. There is an interesting personal 
reference to him in our author’s Kapital (History), p. 263 note, transl. 208o 
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1893 the banking crisis resulted in a considerable reduction in 
interest rates in Australia. Since 1896, however, there has been 
df steady upward movement of general prices necessarily affecting 
Australia also. The office named secured its maximum rate of 
mterest, £6 is. 6d. per cent., in the period 1879-83, and its 
minimum rate was £i 95. per cent., in the period 1902--4. The 
rate for the year 1913 was £4 ll5. 


The following have been elected Fellows of the Eoyal 
Fjconomic Society : — P. uargant Florence, V. Hofstedo de Groot, 
Miss G. Jebb, G. McIntosh, W. B. Shields. The following 
libraries have been admit i6d library membership : — The Liver- 
pool Uniiersity Library, the MelLonrne IJniversity Library. 

Appointments. — Mr. H. Stanley .ievons has been appointed 
to the newly established Professorship of Economics in the 
University of Allahabad. The duties of the Professor are to carry 
on research in economics with reference to Indiari conditions, the 
results which will be publishei^ by the University, and to 
conduct a class for post-graduate students. 

Mr. A. E. Burnett-Hurst, B.8c., has been ap|X)irited to the 
Professorship of Fjcorioinics in the Muir Gentral College, 
Allahabad . * 

Mr, B. Mukherjee, M.A., formerly Eosearch Scholar of the 
Government of Bengal in Indian Economics and Finance, has 
been apjxdnted to be an Assistant to the Minto Professor of 
Economics in th|j University of Calcutta. 



RECENT PERIODICALS AND NEW BOOKS. 

Quarterly Review, 

October, 1914. Organised Labour and the War. Based on the 
particulars given in the Board of Trade Labour Gazette as to 
the settlement of industrial disputes in August. Economic 
Aspects hi the War. Edgar Crammond. The first part of this* 
article deals summarily with the finance of wars in the recent 
past. 

The Political Quarterly. 

September, 1914. Next Steps in Factory and Workshop Reform. 
Arthur Greenwood. The Problem of Public and Private 
Assistance among the Tuberculous Poor. W. J. Eowland. 
Studies in Municipal Government. No. 3. Sheffield. O. C. 
Wilson. The Proposed Readjustment of Imperial and Local 
Taxation. Arthur Collins. The Central Departfnents of 
Public Administration. 1. The Treasury and Financial 
Control. A very clear account of the existing machinery and 
practice. ^ 

Contemporary Review. 

October, 1914. British Trade and the War. L. G. Chiozza Money. 
Largely based on the Statistical Abstract. The Urban Housing 
Problem in England and Wales. B. Seebohm Kowntree. 

The Round Table. 

September, 1914. Lombard Street in War. The author is able to 
show by quotations from afi article written in March, 1914, that 
he predicted with remarkable accuracy the difficulties cf the 
Accepting Houses. 

The Economic Review. 

October, 1914. Comparisons. L. W. Wilsden. On the statistical 
basis necessary to determine what wages a given industry can 
fairly afford to pay. The Economic Position of Women. 
Edith J. Morley. “An account of some work attempted by the 
Fabian Women’s Group.” Agricultural Conditions in Norfolk. 
G. M. MacDermott. 

Bankers* Magazine. 

November, 1914. Bank of England Notes and the Act of 1844. 
Sir R. H. Inglis Palgrave. Attention is called to the provision 
of the Scottish and Irish Bank Act^ by which any demand for 
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notes, to whatever extent it may go, may be legally complied 
with, provided that on an average of four weeks the prescribed 
amoupt of gold is held. 

Women s Industrial Netoc, 

October, 1914. Mainicn. nee Grants under Separation Orders, , 
Mrs. E. L. Reiss. 


Board of Trade Labour GazeUe. 

August, 1914. Mernherhhip of Trade Ihiions in 191B. The result 
of inquiries made by the Department of iisbour Statistics is 
summarised. At the end of 1913 the membership of the Unions 
was 3^993,769, an increase ot 215 per cent, over 1912. “The 
expansion in membership was common to practically all trades, 
but was especially marked in the transppri and general labour 
groups. Some of the increse is attributable to trade union 
activity in connection w'ilh the National Insurance Act.” 
Maximum Retail Prices. A list of the maximum retail prices 
for cash recommended by the Advisory Conimittee of Retail 
Traders. Continued in September. Expenditure of Working- 
Class Pomilics in Denmark. The contents of a recent report by 
the Danish Government Statistical Office are siimmarised. 
Farm Servants^ Wages in Scotland. The rates for the first six 
months of 1914. Coal Mines Minimum Wage Act, 1912. Copy 
award in the West Yorkshire District. 



but it was not until after the Bank Hobday (August 3rd) 
that any sharp general rise occurred. By August 8th prices 
had risen, on average, by 15 or 16 per cent. After that dat^, 
liowever, there was a fall in the price* of most articles, until, 
at September 12th, fVx)d prices on the wliole wen^ approximately 
10 per cent, ^ove the level of July.” Profit Sharing in the 
United Kingdom in 1913-14. The figures and details of the 
last report are brought up to date. London Butldtng Trade 
Disfiute A brief history. Just before the outbreak of war a 
general lock-out had been decided oti. But at a conference on 
August 6tb an agreement was arrived at accepting .the terms 
last offered by the master builders, and previously rejected by 
the men, on the understanding that certain clausa ehould be 
submitted to the augmented Conciliation Board for final decision. 

OcTuBFR 1914 Government Assietance to Trade Unions jot Un- 
emvloyment. Particulars of the conditions on which app]'c^ 
tions are entertained for the payment of special grants to 
voluntary associations which provide benejts for their unem- 
nlowd members. Retail, Food Prices. Between September 
12th and October Ist there was a sligW «pward movement, 
mainly in the prices of sugar, eggs, and fish. The general net 
^crease over July prices at October Ist averaged about 12 per 
cent Industrial Co-operative Societies in the United Kingdom 
in 1913. The latest figures are summarised. 

No. 96.— VOL. XXIV. • ^ ^ 
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American Economic Review (Boaton). 

September, 1914. Public Regulation of Railroad Issues. W.^Z. 
Ripley. With a view to the avoidance of over-capitalisation. 
Some Neglected Phases of Rate Regulation. J. M. Clare. 
With special reference to the influence of a change of prices on 
the rate of interest. Voyage Costs via Panama and Other 
Routes. Lincoln Hutchinson. Certified Securities. T. 
Mulvey. Can securities be “pasteurized’' by enactments of 
the legislature? 


Quarterly Journal of Economics (Harvard). 

August, 1914. Railroad Over-Capitalisation. W. Z. Ripley. 
Depreciation and Rate Control. Allyn A. Young. .The Trust 
Problem. E. Dana Durand. On the ultimate results of per- 
mitting and regulating combinations, and the alleged advantages 
of combination. Agricultural Credit in the United States. 
Jesse E. Pope. A Contribution to the Theory of Competitive 
Price. J. M. Clark. A brilliant and suggestive article. Books 
on Business Cycles: Mitchell^ AftalioUf Bilgram. Warren M. 
Parsons, 

Journal of Political Economy (Chicago). 

October, 1914. Currency Policy and the European War. C. A. 
Conant. On the growth of the policy of centralised gold reserves. * 
Taxation New France: A Study in Pioneer Economics. S, 
Roy Weaver. Seventeenth century history. Tendencies in 
Economic Legislation in Wisconsin. C. L. Jones. Machinery 
in Sixteenth- Century English Industry. Julius W. Pratt. 
Washington Notes. A summary account of the administrative 
measures rendered necessary by the outbreak of war in Europe. 


Political Science Quarterly (New ^ork). 

September, 1914. Unfair Competition. II. W. S. Stevens. “A 
study of certain practices and their relation to the Trust problem 
in the United States.” 

Annals of American Academy (Philadelphia). 

September, 1914. A valuable series of articles by economists and 
business men under the general title of Government Regulation 
of Water Transportation, but covering a rather wider field than 
this in regard to agreements, reports, contracts, See., in the 
shipping business. 

U.S. Bulletin of Labor Statistics. 

No. 141. Lead Poisoning in the Smelting and Refining of Lead. 

No. 144. Industrial Court of the Cloak, Suit, and Skirt Industry of 
New York City. 
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Giornale deqli Economisti (Eome). 

August, 1 1914. Sintomi Statistici dello Sviluppo econoyyiico delV 
Austria. R. Sorer. A composite index number is employed 
to show economic progress in Austria since 1882. Studio 8ulV 
industria lanicra. Carlo dt Nola. A concrete but philosophical 
study of the wool industry in Italy. 

September. Sulla ripartizione territorialc del risparmio in Italia. 
A. Vita. On the encouragement of saving by credit inptitutions. 
Sul signifiexto logico del '' CoefficiGiite di cnrrelazione.'' 0. 
Bresciani-Turroni, The new coefficient introduced by Prof. 
Mortara {Qiomaley April, 1914) is criticised. IJn episodio di 
sioria delle finanze papal'. F. Gentili. Incidents of Italian 
finance in 1848. Per una mancaia ri forma. F. Ix solera. A 
criti(iism of the “reform” proposed by Prof. Amoroso, 
November, 1913. 

October. Sulla teoria eeonomica della (^apHalizaziou^- Felice 
Vinci. A proposito della ieoria del Conti comparati. Roberto 
Murray. Quando ai pinceri in mezzo od a? tormciiti. L. 
Amoroso. Literary allusions setting off actuarial science enliven 
this reply to F. Insolem'w criticism. • 

l)c Econoumi (Th^^ Hague). 

September, 1914. De economische hetc^ekenis van den oorlog. 

* C. A^ Verrijn Stuart. Uit de gesekiedenis van de hanken 
, van Icening in Nederland. I. H. J. Westerling. 


NEW BOOKS. 


English. 


\SHLEY (W. J.). Report of the Intelligence Officer to the Bir- 
uhngham CitizeiTs’ Executive Committee. Bn-nungham. 1914. 

^’’'[The state of en,ployment in Birmingltam in October seems to have been 

E.). Brown (P. A.), and Tawnev 
E conomic History: Select Documents. London: G. Bell. 1914. 

^P" ^ ^ this work is to supply teachers and students of English 

[-The ‘j documents which may serve as lUustrations 

Economic °e „ot to produce a work of original research 

„f their subject. . . . Our obj^t was n v intelligently by seeing it 

but to help students of Economic Histoij to see from 1000 to 184G. To 

through the eyes of contemporaries. . The perioa 

be reviewed.] ^ a 

Braiuspobd (Henry ® . r, n.n 1914 . Pp, 320. 

Study of the Armed Peace. London. G. Well. 1 tt • 

BmcGS (M.). Economic History of EnglamL London : Umver- 

.sity Tutorial Press. 1914. + ^ ..'"The^Lk,” according to the 

[A text-book with no .P’'f e^^students to pass the Cambridge 

preface, “ “iTe an^ Examinations for B.So. (Boon. 
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Chapman (Sydney J.). Work and Wages.. Part III. Social^ 
Betterment. Loudon: Longmans, Green. 1914. Pp. viii + 382. 
9^. net. * • 

[Professor Chapman’s continuation of Earl Brassey’s Work and Wages, and 
Foreign Work and English Wages is here brought to a conclusion by a volume on 
housing, health, the training of the young, conditions of labour and so forth. To 
be reviewed. ] 

Deaule (N. B.). Industrial Training, with special reference to 
the conditions prevailing in London. London : P. S. King. 1914. 
Pp. xiii + 596. 10, s. iSd. net. 

[This book has gradually grown out of an inquiry, into which its author 
originally entered as Shaw Student of the London School of Economics. To be 
reviewed.] 

Fox (J. Hovland). The Woollen Mannfactiire at Wellington, 
Soiriersct. Compiled from the Kecords; of an Old Family Businesii. 
London : Humphreys. 1914. Pp. 121. Is, 6d. net. 

[The record of an industrial undertaking carried on for nearly 250 years by the 
old Quaker families of Were and Fox.] 

Gow (William). Sea Insurance' aca-ording to British Statute. 
London: Macmillan. J1914. Pp. xl + 478. 14, s. net. 

[“A detailed statement of the provisions of the Marine Insurance Act (of 1906) 
with a supplement consisting of the essential parts of the great leading judgments 
upon which the Act has confessedly been constructed.”] 

Hill (Sir Norman). 'Hie Liverpool Funds for lleliej. of Distress 
occasioned by the War. Liverpool. 1914. Pp. 25. 

[“ Civilian distress caused by the war is not at present widespread in Liveftt’pool.* 
... In this memorandum an attempt is made to estimate the amount that will be 
required to meet* the needs of the Liverpool soldiers and sailors and their 
dependants.” The number cif Liverpool men serving in the Army and Navy is 
about60,000, having about 20, (XX) dependants. The Government separation allowances, 
with the men’s own allotments and employer’s allowances will maintain the 
dependants of nearly 90 i)cr cent, in as good a position as before the war. 
Supplementary relief of various kinds, if the war lasts a yeai*. is estimated at 
i:55,^.]. 

Ketkav (S. Y.). An Essay on Indian Economics and its liolatioii 
to Social, Psychic, Political, and Linguistic CJonditioiis in India. 
1914. Is. 8d.‘ net. 

Lewin (H. G.). The British Railway System. Outlines of its 
Early Development to tru' year 1844. London : Bell. 'Pp. 67. 
2s. 6d. net. 

[An abstpact summary almost without comment of railway building in England 
up to 1844, with admirable maps of each important extension. To be reviewed.] 

Macadam (Elizabeth). The Universities and the Training of tin* 
Social Worker. 1914. Pp. 12. 

[Reprinted from the Hibbcrt Journal, January, 1914.] 

Mukiiopadiiyaya (Panchanakdas). The Coopcu’ut ive Credit Move- 
ment in India. Calcutta : Rai M. C. Sircar Bahadur. 1914. 
Pp. 156. 

[Composed somewhat largely of citations from other writers.] 

Papworth (L. Wyatt) and Zimmern (Dorothy M.). . The Occupa- 
tions of Women according to the Census of England and Wales, 
1911. London: Women’s Industrial Council. 1914. Pp. 41. Qd. 

[Summary tables extracted from the Censut Returns.] 
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, Smith Gordon (L.) and O’Brien (Cruise). Ireland’s Food in War 
lime. Diihiin : Plunkett House. 1914. Pp. 75. 3d. net. 

{No. 1 o! the Mis€(>Uan€,om Ptiblicaiuyiis of the Cof^perative R^fertnce Library. 
An exainitiation of “ the condition of Ireland us regards her normal consumption of 
the principal food-stufTs, her production to meet the demands cf that consumption, 
and her imports to remedy her inadequate production.’'] 

Webb (]\I. he P.). Indian Finance and Currency - A Note on the 
Heport of llie iioyal Comniission. London : P. S. KLig. 1914 
Pp. 35. 2.5. 6d. ‘ 

[The author oiidea' oars “to explain iu the simplest Uihguage, stropod o' all 
unnecessary verbiage, qualifications and reservations, the acl'-ial findings and 
recommendations of Hr Austen Ci'amberlain’s Commission.” He adds a brief 
note on the subject of a Pilate Bank 'or India which would, he thinks, ‘‘add very 
greatly to India’s power and prestige in the eyes of the world.” With the Gom- 
^lission’s financial proposals Mr. Webb expresses himself well satisfied and as going, 
far to jTMif|»his own criticisms. But to the cuirency system recommended by the 
OominiBsion I'.e has not weakened lus oppo.sition. “As the subject of a lecture in a 
College tlieatro, such ft fantasy would afford much scope fur a useful discu. ^iou ; as 
a practical .scheme fur carrying forward the monetary duvclopmciit of the wealthiest 
and most populous over-sca division cf the British Empire, its dangers cannot be too 
quickly exposed and its extinction recorded.”! 

Whitman (S.\ edited hy The War on Ceninin Trade. Hints 
for a Idan of Campiiign. London: Heineihami 1914". Pp. 123. 
U*. net. 

[Articles reprinted from the Evening Kcic$.\ 

• WrrvTi’ ^A, (L) mid Eldeu (T, (,h). The Undervvar, A Ucasoned 
kdaU'nient of tlie True Strnt(‘;^y 'nvolved in iiic “War upon 
•(IcrAiaiiy 's Tiadm” Jiondon: l^jiectricnl En'ss. 1911. Pp. 126. 

Is. net. 

WiUGiiT (Ai NOLI)). Disturbed Huhlin :♦ Tim Story of tin.' (ircat 
Strike, of 1913 I I. Witii a description of the Indiistrii's of the Irish 
Capital. JiOiidou: Longmans, Green. 1914. Pp. xii + 387. Bs. 6d. 
net. 

[To be reviewed. J 


AnierioaH. 

Bon iToN (WiLLAUi) C.j. Graphic Methods for Presenting Facts. 
New Ahirk: T1 k 3 Eiigiiioering Magazine Couipany. 1914. Pp. 
xii f 37>. 

[An entertaining and ingenious work, largely intended for advertisers, which the 
average reader— the author claims— can skim througli in an hour. To be 
reviewed.] 

Kisiihu (Ihv;^). Why the Dollar is Slirinking : A Study in the 
High Cost of Ijivniig. New York: The Muciuillaii Company. 1914. 
xiv -1-233. 5-s. 6d. net. 

1 A popular version of I'rofcRsor Fisher’ .s Tlie Purchasing Power of Motiej/, not 
without illustrations of a mechanical balance in equilibrium and proposals for 
“ standardising the dollar.” To be reviewed.] 

Page (Edward D.). Trade Alorals, their Origin, Growth, and 
ITovince. New Haven: Yale University Press. 1914. Pp. xv-b 
287. 65. net. 

FThc outcome of lectures delivered at Yale by the founder of a lectureship there, 
who is well known in the dry goods business. The economist will be disappointed at 
the comparatively small amount of strictly economic matter, as compared with the 
space devoted to evolutionary, psychological and cognate topics.] 



658 THE ECONOMIC JOUKNAL [DEC. 

Boss (Edward Alsworth). The Old World. in the New; The 
Significance of Past and Present Immigration to the American 
People. New York : The Century Co. 1914. Pp. 327. $2.40 noit. 

[A study of a somewhat popular character, based on articles originally contri- 
buted to the Century magazine, by the Professor of Sociology in the University of 
Wisconsin. With many admirable photographs of typical immigrant types.] 

Secrist (Horace). An Economic Analysis of the Constitutional 
Kestrictions upon Public Indebtedness in the United States. Wis- 
consin : The University. 1914. Pp. 131. 40 cents. 

[Bulletin of the University of Wisconsin. Part I. deals with State Debt, and 
Part II. with Municipal Debt. Both are partly historical.] 

Sowers (Don C.). The Financial History of New York State 
from 1789 to 1912. New York : Columbia University, (London : 
P. S. King.) 1914. Pp. 346. lOs. net. ^ ^ 

[Columbia University Studies. “ One of a series of studies which has been pre-* 
pared under the direction of the Department ofw Economics and Sociology of the 
Carnegie Institution of Washington, as a basis for writing the economic history of 
the United States.”] 

White (Andrew Dickson). Fiat Money Inflation in France ; 
How it came, what it brought, and how it ended. (New edition : 
revised and enlarged by “the author. Printed for Private Circulation 
only.) Toronto : John Mackay and Company. 1914. Pp. 69. 

[A revised history of the French Assigfiats by the late President and Professor of 
History at Cornell, originally published by him as a pamphlet in 1876 during the ^ 
** greenback craze.”] 


French. 

w « 

Leroy-Beaulieu (Pier^Ie). Les irapots et les revenus en France, 
on Angleterre et en Allema-gne. Paris : Colin. 1914. Pp. 68. 

[Contrasts between the financial system of France and those of England and 
Germany (as the three were before the war), in re.spect of the amount and distribu- 
tion of national income, the proportion of taxation to income and the growth of that 
burden, are presented with all the lucidity which characterises the French classical 
school in general, and the family of Leroy-Beaulieu in particular. The result of the 
comparison is unfavourable to the adoption of the income-tax by the French. 


German. 

Weber (.Max), edited by. Grundriss der Sozialokouomii:, Erstee 
Buch. Grundlagen der Wirtschaft. Abteilimg I. WirtscliTift und 
Wirtschaftswissenschaft. Abteilung II. Die naturip’hen und tech - 
nischen Beziehungen der Wirtschaft. Tubingen : J. C. B. Mghr. 
1914. M. 11 + M. 9. \ 

[These are the first two parts of a huge compilation by various distinguish^? ^ 
German and Austrian economists, to be published in ten to twelve parts under the 
general editorship of Prof. Max Weber. With the exception of Finance and Pro- 
blems of Poverty, the whole field of Social Economics is to be covered. The first 
two parts, specified above, have been published. The remainir^g parts were originally 
advertised as due to appear before the end of 1915. Nine writers contributed to 
these two parts, amongst whom may be mentioned J. Schumpeter on Epochen der 
Dogmen- und Methodengeschichte. von Wieser on Theorie der gesellschaftlichen 
Wirtschaft, A. Hettner on Die geographischen Bedi/ngUMgen der menschlicheyi 
Wirtschaft, P. Mombert on BevdlkerungslehrSi R. Michels on Wirtschaft und 
Basse, and K. Oldenberg on Die Konaumtion.] « 
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Italian. 

Fanko (Marw-^. Contributo alia Teor'i dell’ offcrta a coeti 
uongiunti. Koine: Athenaeu*n. 1914. Pp. 

[A special supplement to the Oiomak dcgli Ecoaomisli fCi. October. On the 
‘ Theory of Joint Production.”] 

Sella (Emanuele). Lu Concorrenza: Sistema e (hitica dei 
Sistemi. Vol. 1. Turin: Fratelli Bocca. 1914. Pp. 502. 

To be reviewed.] 


Andreades (Prof. M.). HEPI Till OIKONOM1KH2 AIOIKHSEflS 
HlS^nTANmOY EHI BENETOKPAT1A2* Alheue. 1914. Two 
•volurnesT Pp xx -f 418 + xxi + 350. 

[To be reviesTed.] 
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